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Ms. Noreta R. McGee
Secretary
Interstate Commerce Commission
Washington, D?C.

Dear Ms. McGee:
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Enclosed for filing and recordation pursuant to the
provisions of 49 U.S.C. Section 11303(a) are counterparts of
the following documents:

1.

2.

- \

(a) Conditional Sale Agreement dated as of Septem-
ber 1, 1986 between ACF Industries, Incorporated, as
Builder, The Connecticut Bank and Trust Company,
National Association, as Agent, and BarolaysAmeri-
can/ Leasing, Inc., as Buyer (Primary Document); and

(b) Assignment of Conditional Sale Indebtedness
dated as of September 1, 1986 among ACF Industries,
Incorporated, as Builder, The Connecticut Bank and
Trust Company, National Association, as Agent, and
BarclaysAmerican/Leasing, Inc., as Buyer (Secondary
Document).

(a) Lease of Railroad Equipment dated as of Septem-
ber 1, 1986 between BarclaysAmerican/Leasing, Inc.,
as Lessor, and Soltex Polymer Corporation, as
Lessee (Primary Document); and

(b) Assignment of Lease and Agreement dated as of
September 1, 1986 between BarclaysAmerican/Leasing,
Inc., as Lessor, and The Connecticut Bank and Trust
Company, National Association, as Agent (Secondary
Document).



The names and addresses of the parties to the foregoing
documents are:

1. Agent:

The Connecticut Bank and Trust
Company, National Association
One Constitution Plaza
Hartford, Connecticut 06115

2. Buyer-Lessor:

BarclaysAmerican/Leasing, Inc.
201 South Tryon Street
Charlotte, North Carolina 28231

3. Builder-Seller:

ACF Industries, Incorporated
3301 Rider Trail South
Earth City, Missouri 63045

4. Lessee:

Soltex Polymer Corporation
3333 Richmond Avenue
Houston, Texas 77098

A description of the railroad equipment covered by the
enclosed documents is:

Two hundred seventy-two (272) new ACF Model 5711, 5800
CUFT, center flow, covered hopper cars bearing reporting marks
and numbers ELTX 1100 through ELTX 1371, both inclusive.

•
Also enclosed is a check in the amount of $20 payable to

the order of the Interstate Commerce Commission covering the
required recordation fees.

Kindly return the stamped counterparts of the enclosed
documents not needed for your official files to Charles T.
Kappler, Esq., Alvord and Alvord, 918 Sixteenth Street, N.W.,
Washington, D.C. 20006.

A short summary of the enclosed primary and secondary
documents to appear in the Commission's Index is:



Conditional Sale Agreement, Assignment of Conditional
Indebtedness, Lease of Railroad Equipment and Assign-
ment of Lease and Agreement, each dated as of Septem-
ber 1, 1986, covering two hundred seventy-two (272)
covered hopper cars identified by marks and numbers
ELTX 1100 through ELTX 1371, both inclusive.

Very truly yours,

(^%&^JU~ ~7~/££ t̂o.r
Charles T. Kappler

Enclosures
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Charles T. Kappler
Alvord & Alvord
918 16th St. N.W.
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Dear Sir:

The enclosed dccusiear (s) was raccrded pursuant: to the prcvi-

sions of Section II303 of the Inrersrata Coramerca Ac~, 49 .U". S.C.
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LEASE OF RAILROAD EQUIPMENT

Dated as of September 1, 1986

between

BARCLAYSAMERICAN/LEASING, INC.,

as Lessor

and

SOLTEK POLYMER CORPORATION,

as Lessee

CERTAIN OF THE RIGHT, TITLE AND INTEREST IN AND
TO THIS LEASE AGREEMENT OF THE LESSOR HAS BEEN ASSIGNED
TO AND IS SUBJECT TO A SECURITY INTEREST IN FAVOR OF THE
CONNECTICUT BANK AND TRUST COMPANY, NATIONAL ASSOCIATION,
AS AGENT, FOR THE BENEFIT OF THE LENDERS REFERRED TO IN
THE PARTICIPATION AGREEMENT, DATED AS OF THE DATE HEREOF.
THIS LEASE AGREEMENT HAS BEEN EXECUTED IN SEVERAL COUN-
TERPARTS. ONLY THE ORIGINAL COUNTERPART CONTAINS THE
RECEIPT THEREFOR EXECUTED BY THE CONNECTICUT BANK AND
TRUST COMPANY, NATIONAL ASSOCIATION, AS AGENT, ON THE
SIGNATURE PAGES THEREOF. SEE SECTION 23 HEREOF FOR IN-
FORMATION CONCERNING THE RIGHTS OF THE HOLDERS OF THE
VARIOUS COUNTERPARTS HEREOF.
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LEASE OF RAILROAD EQUIPMENT, dated as of Sep-
tember 1, 1985, between BARCLAYSAMERICAN/LEASING, INC.
(the "Lessor") and SOLTEK POLYMER CORPORATION, a Delaware
corporation (the "Lessee").

SECTION 1. DEFINITIONS.

For all purposes of this Lease, the following
terms shall have the following meanings:

Additional Rent: as defined in Section 3.2.

Additions; as defined in Section 9.4.

Agent; The Connecticut Bank and Trust Company,
National Association, a national banking association, in
its capacity as agent under the Participation Agreement,
and its successors as agent thereunder.

Agent's Available Funds; the funds held by the
Agent which, pursuant to Section 2.4 of the Participation
Agreement, may be applied to the payment of amounts equal
to the Conditional Sale Indebtedness in respect of Units
being delivered to the Lessor at an Equipment Closing.

Aggregate Purchase Price; as defined in the
Conditional Sale Agreement.

Appraisal Procedure; the following procedure
for determining the Fair Market Sales Value and/or the
Fair Market Rental Value of the Units for purposes of
this Lease: if either party hereto shall have given
written notice to the other requesting a determination of
such value by the Appraisal Procedure hereunder, the
parties shall consult for the purpose of appointing a
qualified independent appraiser by mutual agreement. If
no such appraiser is so appointed within 10 Business Days
after such notice is given, each party shall appoint an
independent appraiser within 20 Business Days after such
notice is given and the two appraisers so appointed shall
within 30 Business Days after such notice is given ap-
point a third independent appraiser; but if either party
shall fail to appoint an independent appraiser within
such 20-Business Day period the independent appraiser
appointed by the other party within such period shall be
deemed to have been appointed by mutual agreement for the
purposes of the immediately preceding sentence. If no
such third appraiser is appointed within 30 Business Days



after such notice is given, either party may request the
American Arbitration Association to appoint such an ap-
praiser within 20 Business Days after such request is
made, and both parties shall be bound by any appointment
so made within such 20-Business Day period. If no such
appraiser is appointed within 20 Business Days of such
request to the American Arbitration Association or within
40 Business Days after the original notice requesting a
determination pursuant to the Appraisal Procedure, which-
ever is earlier, either party may apply to any court
having jurisdiction to make such appointment, and both
parties shall be bound by any appointment made by such
court.. Any appraiser or appraisers appointed pursuant to
the foregoing procedure shall be instructed to determine
the Fair Market Sales Value and/or the Fair Market Rental
Value (as appropriate) of the Units within 30 Business
Days after his or their appointment. If the parties
shall have appointed a single appraiser, such appraiser's
determination shall be final. If three appraisers shall
be appointed, their determination shall be averaged, the
determination which differs most from such average shall
be excluded, the remaining two determinations shall be
averaged and such average shall be final. All costs and
fees of appraisers in making any such determination shall
be paid by Lessee.

Assignment; the Assignment of Conditional Sale
Indebtedness, dated as of the date hereof, among the
Builder, the Agent and the Lessor, as Buyer thereunder,
providing for the assignment by the Builder to the Agent
of its right, title and interest in and to the Condi-
tional Sale Indebtedness and the Conditional Sale Agree-
ment, and including therein the Lessor's consent to such
assignment, as from time to time amended, modified or
supplemented in accordance with its terms.

Base Rate; a fluctuating rate equal to the
rate per annum announced publicly by Chase Manhattan
Bank, in New York, New York, from time to time, as its
base rate" or "prime rate", as the case may be.n

Basic Agreements; this Lease, the Participa-
tion Agreement, the Conditional Sale Agreement, the As-
signment, the Letter of Credit, the Purchase Agreement,
the Builder's Consent, the Lease Assignment, the Consent,
the Purchase Agreement Assignment and the Tax Indemnity
Agreement. The Basic Agreements to which any person



referred to herein is a signatory are hereinafter called
"its Basic Agreements".

Basic Rent: as defined in Section 3.1.

Basic Term; January 3, 1987 to and including
January 2, 2007(subject to the obligations to pay Basic
Rent due on July 2, 2007).

Builder; ACF Industries, Inc., and its succes-
sors and assigns.

Business Day; any day other than a Saturday, a
Sunday or any other day on which banking institutions in
New York, Connecticut, North Carolina, or Texas are re-
quired or authorized by law to be closed.

Calculation Date; as defined in Section 7.1.

Casualty Occurrence; as defined in Sec-
tion 7.1.

Casualty Value; as defined in Section 7.1.

Certificate of Acceptance; a certificate de-
livered, pursuant to Section 2, by a representative of
the Lessor who is an employee of the Lessee upon delivery
by the Builder and acceptance by the Lessee of Units that
such Units of the Equipment have been inspected and ac-
cepted on behalf of the Lessor for all purposes of the
Conditional Sale Agreement.

Code; the Internal Revenue Code of 1954, as
amended from time to time.

Conditional Sale Agreement; the Conditional
Sale Agreement, dated as of the date hereof, between the
Builder and the Lessor, as Buyer thereunder, providing
for the sale of the Equipment to the Lessor by the
Builder, as from time to time amended, modified or sup-
plemented in accordance with its terms.

Conditional Sale Indebtedness: as defined in
Section 4.1 of the Conditional Sale Agreement.

Cut-off Date; the earliest of (a) the date of
the Equipment Closing with respect to the 272nd Unit, (b)
the date of a Declaration of Default pursuant to Sec-



tion 17 of the Conditional Sale Agreement and (c) Novem-
ber 15, 1986.

Declaration of Default; as defined in Sec-
tion 17 of the Conditional Sale Agreement.

Equipment; the 272 units of railroad equipment
set forth in Schedule A hereto, or such portion thereof
as is delivered and accepted under the terms of the Con-
ditional Sale Agreement and this Lease, together with all
additions, modifications or improvements thereto or re-
placements thereof as contemplated by Section 2.

Equipment Closing; as defined in Section 4.1
of the Conditional Sale Agreement.

Event of Default; as defined in Section 17.

Excepted Payments; as defined in Section 1 of
the Lease Assignment.

Fair Market Rental Value or Fair Market Sales
Value; with respect to a Unit shall be determined for
purposes of Sections 15 and 16 (including for purposes of
determining Termination Value and Casualty Value for any
renewal period), as of the time or times herein speci-
fied, on the basis of, and shall be equal in amount to,
the Fair Market Rental Value or the Fair Market Sales
Value of such Unit mutually determined by the Lessor and
the Lessee, or as determined by the Appraisal Procedure,
to be the value which would be obtained in an arm's-
length transaction between an informed and willing les-
see-user or buyer-user (other than a lessee currently in
possession or a used equipment or scrap dealer) under no
compulsion to lease or buy, as the case may be, and an
informed and willing lessor or seller, as the case may
be, under no compulsion to lease or sell and, in deter-
mining Fair Market Rental Value or Fair Market Sales
Value, it shall be assumed that the Unit the subject of
such appraisal is in the condition required under Sec-
tion 9.3 and costs of disassembly and transportation of
the Units as contemplated by Section 9.3 shall not be a
deduction from value.

Funding Date; as defined in Section 2.3 of the
Participation Agreement.

Indemnitees: as defined in Section 6.1.



Interim Term; with respect to any Unit of
Equipment, from the Equipment Closing Date with respect
thereof through and including January 2, 1987.

Lease Assignment; the Assignment of Lease and
Agreement, dated as of the date hereof, between the Les-
sor and the Agent, granting to the Agent a security in-
terest in and assigning certain of the Lessor's right,
title and interest in, to and under the Lease and includ-
ing therein the Consent, as from time to time amended,
modified or supplemented in accordance with its terms.

Lenders; Connecticut General Life Insurance
Company and INA Life Insurance Company and any successors
to their respective businesses, so long as they have an
interest in the Conditional Sale Indebtedness, and any
transferee (or subsequent transferee) of all or part of
its interest in the Conditional Sale Indebtedness, so
long as such transferee has such an interest, as Lender
under the Participation Agreement, and any successors to
its business.

Lessor's Lien; any Lien arising as a result of
(_i) claims against or affecting the Lessor, not related
to the transactions contemplated by the Participation
Agreement or this Lease, (i i) acts or omissions of the
Lessor, not related to the transactions contemplated by
the Participation Agreement or this Lease, (i ii) Taxes
imposed against the Lessor which are not indemnified
against by the Lessee pursuant to this Lease, or (iv)
claims against the Lessor arising out of the voluntary
transfer by the Lessor (without the consent of the Les-
see) of its interest in the Equipment, other than a
transfer pursuant to Section 17.2 herein.

Lien; any mortgage, pledge, lien, charge,
encumbrance, lease, sublease, exercise of rights, reten-
tion of title, equipment trust, conditional sale agree-
ment, security interest or claim.

Majority in Interest of Lenders; Lenders hav-
ing an interest in excess of 50% of the aggregate princi-
pal amount of the Conditional Sale Indebtedness at the
time outstanding.

Owner; BarclaysAmerican/Leasing, Inc., and its
successors and permitted assigns under Section 12 of the
Participation Agreement.



Part; any appliance, part, instrument, appur-
tenance, accessory, furnishing or other equipment of any
nature which may from time to time be incorporated in or
installed as part of any Unit, as an Addition or other-
wise.

Participation Agreement; the Participation
Agreement, dated as of the date hereof, among the Lessor,
the Lessee, the Agent, and the Lenders, as from time to
time amended, modified or supplemented in accordance with
its terms.

Permitted Liens; Liens for Taxe%s (as defined
in the Lease)either not yet due or being 'contested in
good faith (and, if being contested, for the payment of
which arrangements reasonably satisfactory to the Owner
and the Agent have been made) by appropriate proceedings
so long as such proceedings do not involve any danger of
the sale, forfeiture or loss of the Equipment or any
interest therein; materialmen1s, mechanics', workmen's,
repairmen's, employees' or other like Liens arising in
the ordinary course of business for amounts the payment
of which is either not yet delinquent or is being con-
tested in good faith (and, if being contested, for the
payment of which arrangements reasonably satisfactory to
the Owner and the Agent have been made) by appropriate
proceedings so long as such proceedings do not involve
any danger of the sale, forfeiture or loss of the Equip-
ment or interest therein; Liens arising out of judgments
or awards against the Lessee (and for the payment of
which arrangements reasonably satisfactory to the Owner
and the Agent have been made) with respect to which an
appeal or proceeding for review is being prosecuted in
good faith and with respect to which there shall have
been secured a stay of execution pending such appeal or
proceeding for review; and any Lien created pursuant to
or under the Security Documents.

Purchase Price; as defined in Section 2 of the
Conditional Sale Agreement.

Renewal Term; as defined in Section 15.

Rent; Basic Rent and Additional Rent.

Rent Payment Date; as defined in Section 3.



Security Documents: the Conditional Sale
Agreement, the Assignment and the Lease Assignment.

Taxes; as defined in Section 6.2.

Tax Indemnity Agreement: the Tax Indemnity
Agreement, dated the date hereof, between the Lessor and
the Lessee.

Term; the Basic Term, the Interim Term and,
unless the context otherwise requires, the Renewal Term.

Termination Date; as defined in Section 14.

Termination Value; as defined in Section 14.

Unit; a unit of the Equipment.

All capitalized terms used in this Agreement
without other definition shall have the meaning assigned
in the Participation Agreement.

SECTION 2. LEASE AND DELIVERY OF EQUIPMENT.

The Lessor agrees to lease to the Lessee on the
terms and conditions set forth herein each Unit delivered
to and accepted by the Lessor under the Conditional Sale
Agreement. The Lessor shall deliver or cause to be de-
livered each such Unit to be subjected to this Lease at
the place within the United States of America at which
such Unit is delivered to the Lessor under the Condi-
tional Sale Agreement. Upon such delivery of a Unit
under the Conditional Sale Agreement, the Lessee will
cause an authorized representative or representatives of
the Lessee to inspect such Unit and, if such Unit is
found to be in good order and in conformity with the
specifications and requirements set forth in the Purchase
Agreement, and marked in accordance with the provisions
of Section 5 of this Lease, to accept delivery of such
Unit on behalf of the Lessee and to execute and deliver a
Certificate of Acceptance with respect thereto, whereupon
such Unit shall be deemed to have been delivered to and
accepted by the Lessor under the Conditional Sale Agree-
ment and to have been delivered to and accepted by the
Lessee under this Lease, and such Unit shall thereafter
be subject to all of the terms and conditions of this
Lease. Each such Unit not so delivered to and accepted



by the Lessor under the Conditional Sale Agreement and by
the Lessee hereunder shall be excluded from this Lease
and shall be excluded from the terms "Unit" and "Equip-
ment" for all purposes of this Lease.

This Lease shall extend to any and all addi-
tions, modifications or improvements to the Equipment
which become the property of the Lessor pursuant to this
Lease and any and all replacements of the Equipment or
any part thereof shall constitute accessions to the
Equipment, shall be subject to all terms and conditions
of this Lease, and shall be included in the term "Equip-
ment" as used in this Lease.

SECTION 3. RENTALS.

3.1. Basic Rent. The Lessee will pay to the
Lessor rental for each Unit in 41 consecutive semiannual
installments in arrears ("Basic Rent"), payable on
July 2, 1987, and on each January 2 and July 2 there-
after, to and including July 2, 2007 (each such date
being hereinafter referred to as a "Rent Payment Date").
Basic Rent payable on each Rent Payment Date shall mean
the amount determined by multiplying the Purchase Price
by the percentage set forth in Column 1 of Schedule C
hereto opposite such Rent Payment Date.

The Basic Rent percentage specified in the
preceding paragraph and the Casualty Value and Termina-
tion Value percentages specified in Schedule B hereto are
subject to adjustment from time to time as provided in
Section 3.5 and the Tax Indemnity Agreement and the Les-
sor and the Lessee shall execute an addendum to this
Lease to reflect each such adjustment, provided that the
failure to execute and deliver an addendum shall not
affect any such adjustment.

Anything contained herein or in the Participa-
tion Agreement to the contrary notwithstanding, each
installment of Basic Rent (cfther than the installment of
Basic Rent due on July 2, 1987), under any circumstances
and in any event, shall be in an amount at least suffi-
cient to pay in full, on the Rent Payment Date on which
such installment is due, any payment to be made on ac-
count of the principal of, and interest on, the Certifi-
cates of Interest on such Rent Payment Date.



3.2. Additional Rent. The Lessee will also
pay, promptly as the same shall become due and owing,
from time to time as provided in this Lease or on demand,
as additional rent ("Additional Rent"), (a) all other
amounts, liabilities and obligations which the Lessee
assumes or agrees to pay under the Basic Agreements, (b)
all amounts paid or payable by the Owner to the Agent
pursuant to Sections 8.1(a) and 8.1(d) of the Participa-
tion Agreement, (c_) interest (to the extent legally en-
forceable) at the rate of 11.47% per annum on such of the
foregoing amounts, liabilities and obligations which are
not paid in full when due or on the date of such demand,
as the case may be, from such date until payment in full
thereof, and (d) interest (to the extent legally enforce-
able) at the rate of 11.47% per annum on all overdue
installments of Basic Rent from the due date thereof
until payment. In the event of any failure on the part
of the Lessee to pay any Additional Rent, the Lessor or
any other person entitled to receive the same shall have
all rights, powers and remedies provided for in this
Lease or at law or in equity or otherwise in the case of
nonpayment of Basic Rent.

3.3. Place of Payment, etc. Subject to Sec-
tion 23, each payment of Basic Rent or Additional Rent
pursuant to Section 3.1 or 3.2 and any other amount pay-
able under this Lease 'shall be made in such coin or cur-
rency of the United States of America as at the time of
payment shall be legal tender for the payment of public
and private debts, in immediately available funds and by
11:00 a.m., New York time, on the date set forth for such
payment in this Lease, at the office of the Lessor re-
ferred to in Section 22 (or to such other person as the
Lessor may from time to time direct in writing) or, in
the case of any payment pursuant to Section 6, directly
to the person entitled thereto as provided therein. If
the date on which any such payment is to be made is not a
Business Day, such payment shall be made on the next
preceding Business Day.

3.4. Net Lease. This Lease is a net lease.
The Lessee's obligation to pay all rentals and other
amounts hereunder shall be absolute and unconditional
and, except as herein expressly provided, the Lessee
shall not be entitled to any abatement of rent, reduction
thereof or set-off against rent, including, but not lim-
ited to, abatements, reductions or set-offs due or al-
leged to be due by reason of any past, present or future



claims of the Lessee against the Lessor, the Builder, the
Agent, the Lenders or any other person, whether under
this Lease or any other Basic Agreement or otherwise,
including any rights of Lessee by subrogation hereunder
or thereunder against the Lessor, or otherwise, provided
that in the event and for so long as the actions of the
Lessor or its agents cause the Lessee to be deprived of
its right of quiet enjoyment pursuant to Section 11
hereof, the Lessee need not, with respect to the affected
Units, pay any amounts of Basic Rent to the Lessor in,
and only in, excess of such amounts due and owing with
respect to the principal of or interest on the Condi-,
tional Sale Indebtedness relating to each Basic Rent
Payment Date; provided further that, in the event the
Lessor or the Agent holds a good faith belief that no
interference with the Lessee's right of quiet enjoyment
pursuant to Section 11 hereof has occurred, the Lessee's
obligation to continue to pay all amounts due hereunder
continues, nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective
obligations of the Lessor or the Lessee be otherwise
affected, by reason of any defect in or damage to or loss
of possession or loss of use or destruction of or defect
of title to all or any of the Units from whatsoever
cause, any Liens, or rights of others with respect to any
of the Units, the taking or requisitioning of any of the
Units, the prohibition of or other restriction against
the Lessee's use of all or any of the Units, the inter-
ference with such use by any person or entity, the inva-
lidity or unenforceability or lack of due authorization
of this Lease, any insolvency of or bankruptcy, reorga-
nization or similar proceeding against the Lessee, the
Lessor, the Agent or any Lender, or their respective
properties or creditors, or any amendment or modification
of or supplement to the Participation Agreement, any
agreement the form of which is attached thereto as an
exhibit, any agreements relating to any thereof or any
other instrument or agreement applicable to the Equip-
ment, or any assignment or transfer of any thereof, or
any furnishing or acceptance of any additional security,
or any failure or inability to perfect any security, any
failure on the part of the Lessor, the Agent, or any
Lender or any other person whatsoever to perform or com-
ply with any term of any such instrument or agreement or
any misrepresentation of any kind by any of the forego-
ing, any waiver, consent, change, extension, indulgence
or any action or inaction under or in respect of any such
instrument or agreement or any exercise or nonexercise of
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any right, remedy, power or privilege in respect of any
such instrument or agreement or this Lease, the invalid-
ity or unenforceability of this Lease or any infirmity
herein or any lack of power or authority of the Lessor to
enter into this Lease, any assignment or other transfer
of this Lease by the Lessee or the Lessor of any lien on
or affecting Lessee's interest in the Equipment, any
sublease or transfer of the Equipment or Parts thereof to
any person pursuant to Section 11 hereof, any attachment,
levy, detention, sequestration or taking into custody of
the Equipment, or any interruption or prevention of or
restriction on or any interference with the Lessee's use
or possession thereof, any act, omission or breach on the
part of the Lessor under this Lease or any other agree-
ment at any time existing between the Lessor and the
Lessee or any other law, governmental regulation or other
agreement applicable to the Lessor or the Equipment, any
claim as a result of any other dealing between the Lessor
and the Lessee, any ineligibility of the Equipment, or
any denial of the Equipment's right, to engage in any
trade or activity, any ineligibility of the Equipment for
documentation under the laws of the United States or any
other jurisdiction, any registration or deregistration of
the Equipment (including any failure or inability to
maintain, continue in effect or terminate such registra-
tion) under the laws of the United States or any other
Government, the recovery of any judgment against any
person whatsoever or any action to enforce the same, any
change in the ownership, direct or indirect, of the capi-
tal stock of the Lessor or the Lessee, or for any other
occurrence, condition or cause whatsoever, foreseen or
unforeseen, whether similar or dissimilar to the forego-
ing, whether now existing or hereafter occurring, any
present or future law to the contrary .notwithstanding, it
being the intention of the parties hereto that the rents
and other amounts payable by the Lessee hereunder shall
continue to be payable in all events in the manner and at
the times herein provided unless the obligation to pay
the same shall be terminated pursuant to the express
provisions of this Lease. To the extent permitted by
applicable law, the Lessee hereby waives any and all
rights which it may now have or which at any time hereaf-
ter may be conferred upon it, by statute or otherwise, to
terminate, cancel, quit or surrender the lease of any of
the Units except in accordance with the express terms
hereof. If for any reason whatsoever this Lease shall be
terminated in whole or in part by operation of law or
otherwise except as specifically provided herein, the
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Lessee nonetheless agrees, to the extent not prohibited
by law, to pay to the Lessor an amount equal to each
Basic Rent payment at the time such payment would have
become due or Casualty Value, at the option of the Les-
see, in accordance with the terms hereof had this Lease
not been terminated in whole or in part. Each rental or
other payment made by the Lessee hereunder shall be final
and the Lessee shall not seek to recover all or any part
of such payment from the Lessor or the Agent for any
reason whatsoever.

3.5. Adjustment of Basic Rent Casualty Value
and Termination Value. The Basic Rent, Casualty Values,
and Termination Values have been computed utilizing the
following assumptions ("Pricing Assumptions"):

(i) Equipment Closing Dates shall occur on the
following dates: October 16, 1986 and No-
vember 12, 1986;

(ii) The percentage of Aggregate Purchase Price
to be closed on each Equipment Closing
Date shall be 81.6176% on October 16,
1986, and 18.3824% on November 12, 1986;

(iii) Transaction Expenses are 1.3286% of the
Aggregate Purchase Price;

(iv) The Conditional Sale Indebtedness shall be
equal to 75.51724% of the Aggregate Pur-
chase Price, shall have an average life of
12.79348 years from January 2, 1987 and
shall bear interest at a rate of 9.47% per
annum.

In the event any of the Pricing Asumptions
prove to be incorrect, Lessor shall recompute the Basic
Rent, Casualty Values, and Termination Values to maintain
Lessor's Net Economic Return, as defined in the Tax In-
demnity Agreement.

No adjustment may be made under this Sec-
tion 3.5 to the extent that as a result thereof (jl) the
Casualty Value or the Termination Value payable at any
time would be less than the aggregate unpaid principal
amount of the Conditional Sale Indebtedness and accrued
interest thereon at such time, or (ii) any installment of
Basic Rent would be less than the installment of princi-
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pal and interest on the Conditional Sale Indebtedness
which is due and payable on the due date of such install-
ment of Basic Rent.

SECTION 4. TERM OF LEASE.

The term of this Lease as to any Unit, shall
begin on the date of delivery to and acceptance by the
Lessee of such Unit and, subject to the provisions of
Sections 7, 13, 14, 15 and 17.2, the term for all Units
shall terminate on July 2, 2007. Except for obligations
of the Lessee hereunder which are specifically stated to
terminate at a fixed time, all obligations of the Lessee
hereunder shall survive the expiration of the term of
this Lease.

SECTION 5. IDENTIFICATION MARKS.

The Lessee will cause each Unit to be kept
numbered with the identifying number set forth in Sched-
ule A hereto, or, in the case of any Unit not there
listed, such identifying number as shall be set forth in
any amendment or supplement hereto extending this Lease
to cover such Unit, and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each
side of each Unit, at the time of the Equipment Closing
with respect to Units ELTX 1322 through 1371 and, with
respect to the remainder, as soon as practicable there-
after (and, in any event, within 120 days after the final
Equipment Closing Date, substantially all and, within 360
days after the final Equipment Closing Date, all the
Equipment will bear such legend), in letters not less
than one inch in height, the following legend: "Owner-
ship Subject to a Security Interest Filed with the Inter-
state Commerce Commission", with appropriate changes
thereof and additions thereto as from time to time may be
required by law or reasonably requested by the Agent (or
by the Lessor if the security interest in favor of the
Agent under the Security Documents shall have been dis-
charged of record) in order to protect the Lessor's title
to and property in, and the Agent's security interest in,
such Unit and the rights of the Lessor under this Lease
and of the Agent under the Security Documents. After
initial marking pursuant to the terms of this Section 5,
the Lessee will not place any Unit in service if such
legend is not so marked on both sides thereof and will
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replace promptly any such legend which may be removed,
obliterated, defaced or destroyed. The Lessee will not
change or permit to be changed the identifying number of
any Unit unless and until (a) a statement of the new
number or numbers to be substituted therefor shall have
been filed with the Lessor and the Agent and duly filed,
recorded and deposited by the Lessee in all public of-
fices where this Lease or the Security Documents, or any
Uniform Commercial Code financing statement or similar
instrument relating thereto, shall have been filed, re-
corded and deposited and (b) the Lessee shall have fur-
nished the Lessor and the Agent an opinion, satisfactory
to the Agent and.the Lenders, of counsel, satisfactory to
the Agent and the Lenders, to the effect that (_i) such
statement has been so filed, recorded and deposited and
such filing, recordation and deposit is sufficient to
protect the Lessor's and the Agent's respective interests
in such Units or (ii) no filing, recording, deposit or
giving of notice wTth or to any other Federal, state or
local government or agency thereof is necessary or advis-
able to protect the respective interests of the Lessor
and the Agent in such Units.

The Lessee will not allow the name of any per-
son, association or corporation to be placed on any Unit
as a designation that might be interpreted as a claim of
ownership, except as above provided and except that the
Lessee may permit the Equipment to be lettered with the
names, trademarks, initials or other insignias custom-
arily used by the Lessee or its affiliates, so long as
this Lease shall remain in effect, on railroad equipment
used by it of the same or a similar type for convenience
of identification of the right of the Lessee or its
affiliates to use the Equipment as permitted under this
Lease.

SECTION 6. INDEMNITIES.

6.1. General Indemnity. The Lessee shall pay
or cause to be paid, and shall protect, indemnify and
hold the Lessor and, as third party beneficiaries hereof,
the Agent and the Lenders and their respective succes-
sors, assigns, agents and servants (hereinafter called
"Indemnitees") harmless from and against any and all
causes of action, suits, penalties, claims, demands or
judgments, of any nature whatsoever which may be imposed
on, incurred by or asserted against any Indemnitee, in-
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eluding any or all liabilities, obligations, damages,
costs, interests, penalties, disbursements, expenses-
including without limitation reasonable attorneys' fees
and expenses of any Indemnitee relating thereto) in any
way relating to or arising or alleged to arise out of
this Lease or any of the other Basic Agreements or the
Equipment, including, without limitation, those in any
way relating to or arising or alleged to arise out of (_i)
the manufacture, construction, purchase, acceptance,
rejection, ownership, delivery, nondelivery, lease, sub-
lease, possession, use, operation, condition, sale, re-
turn or other disposition of any Unit or portion thereof;
(ii) any latent or other defects whether or not discover-
able by any Indemnitee or the Lessee; (iii) any claim for
patent, trademark or copyright infringement; (iv) any
claims based on strict liability in tort or imposed by
statute; (v) any injury to or the death of any person or
any damage to or loss of property on or near any Unit or
in any manner growing out of or connected with, or al-
leged to grow out of or be connected with, the ownership,
use, replacement, adaptation or maintenance of the Equip-
ment or of any other equipment in connection with the
Equipment (whether owned or under the control of the
Lessor, the Lessee or any other person) or resulting or
alleged to result from the condition of any thereof; (vi)
any violation, or alleged violation of any provision of
this Lease, other than any such violation or alleged
violation by such Indemnitee, or of any agreement, law,
rule, regulation, ordinance or restriction, affecting or
applicable to the Units or the leasing, subleasing, own-
ership, use, replacement, adaptation or maintenance
thereof; (vii) any claim arising out of any of the ob-
ligations of the Lessor under its Basic Agreements;
(viii) any claim arising out of the exercise of the
rights of the Agent under the Security Documents, includ-
ing, without limitation, all costs and expenses of the
Lenders incurred by them pursuant to Section 11.2 of the
Participation Agreement in connection with the Lenders'
indemnification of the Agent, and advances made by the
Lenders to the Agent, with respect to action taken by the
Agent under the Participation Agreement, the Security
Documents or this Lease; or (ix) any claim against the
Lessor, the Agent or any of the Lenders for any service,
selling, purchase or finder's fee or commission in con-
nection with any Unit. The Lessee shall not be required
to indemnify any Indemnitee under this Section 6.1 in
respect of such party's willful misconduct or gross neg-
ligence. All payments hereunder shall be made directly
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to the Indemnitee. The Lessee shall be obligated under
this Section 6.1, irrespective of whether any Indemnitee
shall also be indemnified with respect to the same matter
under any other agreement by any other person, and the
Indemnitee seeking to enforce the indemnification may
proceed directly against the Lessee under this Sec-
tion 6.1 without first resorting to any such other rights
of indemnification. In case any action, suit or proceed-
ing is brought against any Indemnitee in connection with
any claim indemnified against hereunder, the Lessee may
and, upon such Indemnified Person's reasonable request,
will at the Lessee's expense resist and defend such ac-
tion, suit or proceeding, or cause the same to be re-
sisted or defended by counsel selected by the Lessee and
approved by such Indemnitee,. and, in the event of any
failure by the Lessee to do so, the Lessee shall pay all
costs and expenses (including without limitation reason-
able attorneys' fees, disbursements and expenses) in-
curred by such Indemnitee in connection with such action,
suit or proceeding. In the event the Lessee is required
to make any payment under this Section 6.1, the Lessee
shall pay or cause to be paid to such Indemnitee an
amount which, after deduction of all taxes required to be
paid by such Indemnitee in respect of the receipt thereof
under the laws of any federal, state or local government
or governmental subdivision (after giving credit for any
savings in respect of any such taxes by reason of deduc-
tions, credits or allowances in respect of the payment of
the expense indemnified against, and of any other such
taxes as reasonably determined in the sole discretion of
the Indemnitee), shall be equal to the amount of such
payment for which indemnification was made. The Lessee
and the Lessor each agree to give each other and the.
Lenders and the Agent promptly upon obtaining knowledge
thereof written notice of any claim or liability hereby
indemnified against. Upon the payment in full of, or the
making of provision satisfactory to the Indemnitee for
the full payment of, any indemnities as contained in this
Section 6.1 by the Lessee, the Lessee shall be subrogated
.to any right of such Indemnitee in respect of the matter
against which indemnity has been given and any payments
received by such Indemnitee from any person (except the
Lessee) as a result of any matter with respect to which
such Indemnitee has been indemnified by the Lessee pursu-
ant to this Section 6.1 shall be paid over to the Lessee
for indemnification payments previously made in respect
of such matter; provided that if any Event of Default, or
event which with notice or lapse of time or both would
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constitute an Event of Default, shall have occurred and
be continuing, then any such payments shall be retained
by the Indemnitee as security for the Lessee's obliga-
tions under the Lease and its other Basic Agreements and
shall be applied to any of such obligations which remain
unpaid until such time as no Event of Default, or event
which with notice or lapse of time or both would consti-
tute an Event of Default, is continuing, at which time
any of such amounts not so applied shall be paid over to
the Lessee.

The Lessee further agrees to indemnify, protect
and hold harmless the Indemnitees from and against any
and all liabilities, claims, costs, charges and expenses,
including royalty payments and counsel fees, in any man-
ner imposed upon or accruing against any of them because
of the use in or about the construction or operation of
any of the Equipment of any article or material specified
by the Lessee and not manufactured by the Manufacturer or
of any design, system, process, formula or combination
specified by the Lessee and not developed or purported to
be developed by the Manufacturer which infringes or is
claimed to infringe on any patent or other right.

The indemnities contained in this Section 6.1
shall survive the expiration or termination of this Lease
with respect to all events, facts, conditions or other
circumstances occurring or existing prior to such expira-
tion or termination and are expressly made for the bene-
fit of, and shall be enforceable by, any Indemnitee.
None of the indemnities in this Section 6.1 shall be
deemed to create any rights of subrogation in any insurer
or third party against the Lessee or the Lessor therefor,
from or under any Indemnitee, whether because of any
claim paid or defense provided for the benefit thereof or
otherwise.

6.2. General Tax Indemnity. All payments by
the Lessee in connection with the transactions contem-
plated by the Basic Agreements shall be free of
withholdings of any nature whatsoever (and in the event
that the Lessee is required to make any payment upon
which any withholding is required, the Lessee shall pay
an additional amount such that the net amount actually
received by the person entitled to receive such payment
will, after such withholding, equal the full amount of
the payment then due) and shall be free of expense to
each Indemnitee for collection or other charges. If the
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Lessee has paid any withholding Tax to the appropriate
taxing authorities for the account of an Indemnitee and
such withholding Tax is not indemnifiable by the Lessee
pursuant to the succeeding provisions of this Sec-
tion 6.2, the Lessee shall notify such Indemnitee of the
amount of such withholding Tax and provide to such Indem-
nitee a receipt or other document appropriately evidenc-
ing payment of such withholding Tax. Within thirty (30)
days of receipt of such notice and documentation, such
Indemnitee shall repay to the Lessee the amount of such
withholding Tax together with interest thereon from the
date of the Lessee's payment of such Tax to the date of
repayment at the Base Rate during such period. Whether
or not any of the transactions contemplated hereby are
consummated, the Lessee agrees to pay or cause to be
paid, and on written demand to indemnify and hold each
Indemnitee harmless from, all fees (including, without
limitation, documentation,, license and registration
fees), taxes (including, without limitation, income,
gross receipts, franchise, capital stock, net worth,
excise, sales, use, value added, property (real or per-
sonal, tangible or intangible), and stamp taxes), assess-
ments, levies, imposts, duties, charges or withholdings
of any nature whatsoever, together with any penalties,
fines, additions to tax or interest thereon (all such
fees, taxes, assessments, levies, imposts, duties,
charges, withholdings, penalties, fines, additions to tax
and interest imposed as aforesaid being hereinafter
called "Taxes"), howsoever imposed, whether levied, as-
sessed, charged or imposed upon any Indemnitee, the Les-
see, the Equipment or any Unit or any part thereof, the
Rent or the Conditional Sale Indebtedness, or otherwise,
by any Federal, state or local government, any govern-
mental subdivision or taxing authority within the United
States, any territory or possession of the United States,
any foreign country or any taxing authority or govern-
mental subdivision of a foreign country upon or with
respect to: (a) the Equipment or any Unit or any part
thereof; (b) the manufacture, purchase, acceptance, re-
jection, ownership, delivery, non-delivery, transport,
maintenance, repair, sale, leasing, possession, use,
operation, transfer of title, return, abandonment or
other disposition of the Equipment or any Unit or any
part thereof; (c) the rentals, receipts or earnings aris-
ing from the Equipment or any Unit or any part thereof;
(d) any of the Basic Agreements; (e) any payment made
pursuant to any Basic Agreement including, without limi-
tation, draws on the Letter of Credit; (f) the property,
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income or other proceeds received by the Agent under the
Security Documents; (g) the creation of the Conditional
Sale Indebtedness; (h) any payment with respect to the
Conditional Sale Indebtedness or the Certificates of
Interest; or (_i_) otherwise in connection with any of the
transactions contemplated by any Basic Agreement, exclud-
ing, however (i_) Taxes (other than sales, use or value
added Taxes, or Taxes in the nature of sales, use or
value added Taxes) imposed on the Lessor which are mea-
sured solely by the net income of the Lessor or are fran-
chise, net worth or capital stock Taxes which are payable
to the United States or to the state or political sub-
division thereof in which the Lessor has its principal
place of business or is incorporated or to any other
state or political subdivision thereof where the Lessor
is subject to net income, franchise, net worth or capital
stock Taxes, as the case may be, other than Taxes arising
out of or imposed in respect of the receipt of indemnifi-
cation 'payments pursuant to this Lease the payment of
which is specifically provided for elsewhere in this
Lease, (ii) any Taxes imposed on the Lessor as a direct
result of a voluntary transfer or other voluntary dispo-
sition by or on behalf of the Lessor or any transfer or
disposition by or on behalf of the Lessor resulting from
bankruptcy or other proceedings for the relief of credi-
tors in which the Lessor is the debtor,-whether voluntary
or involuntary,- of any interest in the Equipment or any
Unit or any interest therein or any interest in rentals
under this Lease, without the consent of the Lessee, but
not excluding such Taxes if such transfer or disposition
is in connection with a Casualty Occurrence or a termina-
tion pursuant to Section 14 of this Lease, or an Event of
Default shall have occurred and be continuing, (ii i) any
Taxes (other than sales, use or value added Taxes, or
Taxes in the nature of sales, use or value added Taxes)
imposed on any Lender which are measured solely by the
net income of any of the Lenders or franchise, net worth
or capital stock Taxes which are payable to the United
States or to a state or political subdivision thereof,
provided that, notwithstanding the foregoing, there shall
not be excluded (x) any Taxes which would not have been
imposed if the loans evidenced by the Certificates of
Interest had been made directly to the Lessee or (y) any
Taxes imposed in whole or in part as a result of the
location of the Equipment or any Unit or any part thereof
in the jurisdiction imposing such Taxes (other than Taxes
arising out of or imposed in respect of the receipt of
indemnification payments pursuant to this Lease the pay-
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ment of which Taxes is specifically provided for in this
Lease) and, so long as no Lease Default or Event of De-
fault or Conditional Sale Default or Conditional Sale
Event of Default shall have occurred and be continuing,
any Taxes imposed on or for the account of any of the
Lenders in connection with any transfer of its interest
in the Certificates of Interest but not excluding such
Taxes if such transfer is in connection with a Casualty
Occurrence or a termination pursuant to Section 14 of the
Lease, (iv) any Taxes imposed on a foreign Lender to the
extent such Taxes would not have been imposed on a domes-
tic lender and (v) any Taxes imposed on or measured by
any fees received by the Agent for its services under the
Basic Agreements. Without limiting the generality of the
foregoing, the Lessee also agrees to pay all Taxes which
the Lessor has agreed to pay under Section 8 of the Con-
ditional Sale Agreement.

If a written claim is made against any Indem-
nitee for any Taxes indemnified against under this Sec-
tion 6.2, such Indemnitee shall promptly notify the Les-
see. If reasonably requested by the Lessee in writing,
such Indemnitee shall, upon receipt of indemnity sat-
isfactory to it for all costs, expenses, including with-
out limitation legal and accountants' fees and disburse-
ments, and at the expense of the Lessee, contest in good
faith the validity, applicability or amount of such
Taxes. Such Indemnitee shall, in its sole discretion,
select the forum for such contest and determine whether
any such contest of the validity, applicability or amount
of such Taxes shall be by (x) resisting payment thereof
if possible, (^) not paying the same except under pro-
test, if protest is necessary and proper, and (z) if
payment is made, using reasonable efforts to obtain a
refund thereof in appropriate administrative or judicial
proceedings, or both. Notwithstanding the foregoing, no
contest will be required pursuant to this Section 6.2 and
the Lessee shall be required to pay any such Taxes with-
out contest unless: (a) within 30 days after notice by
such Indemnitee to Lessee of such proceeding or demand
Lessee shall request that it be contested; (b) prior to
such Indemnitee taking any such requested action, Lessee
(at its expense and upon the written request of such
Indemnitee shall provide such Indemnitee in a timely
manner with an opinion of independent tax counsel of .
recognized standing selected by Lessee and approved by
such Indemnitee), which approval will not be withheld
unreasonably, to the effect that there exists substantial
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authority for contesting such Taxes; (c) if such contest
shall involve payment of the Taxes, Lessee shall pay the
appropriate Indemnitee the amount payable by Lessee pur-
suant to this Section 6.2 with respect to such Taxes;
(d) the Lessor and the Lenders shall determine that the
actions to be taken will not result in a material risk of
the sale, forfeiture or other loss of the Equipment, any
Unit, or any interest therein or any other property
owned, held or used by any Indemnitee or in any interfer-
ence with the timely payment of Rent or any amount due on
the Conditional Sale Indebtedness or the Certificates of
Interest from time to time becoming due and payable;
(^) no Event of Default (or an event which would, upon
the giving of notice or the passage of time, or both,
constitute an Event of Default) has occurred and is con-
tinuing; (_f) the Lenders, as assignee of the Lessor, are
receiving all amounts of Rent when payable without reduc-
tion by reason of any Taxes indemnified pursuant to this
Section 6.2; and (g_) the Lessee shall have acknowledged
its liability to such Indemnitee for an indemnity payment
in accordance with the provisions of this Section 6.2 as
a result of such claim if and to the extent such Indem-
nitee or the Lessee, as the case may be, shall not pre-
vail in the contest of such claim. If such Indemnitee
shall obtain a refund of all or any part of such Taxes
previously reimbursed by the Lessee in connection with
any such contest or an amount representing interest
thereon applicable to the amount paid by the Lessee and
the period of such payment, such Indemnitee shall pay to
the Lessee the amount of such refund or interest net of
expenses; provided that if any Event of Default, or event
which with notice or lapse of time or both would consti-
tute an Event of Default, shall have occurred and be
continuing, then any such payments shall be retained by
the Indemnitee as security for Lessee's obligations under
the Lease and its other Basic Agreements and shall be
applied to any of such obligations which remain unpaid
until such time as no Event of Default, or event which
with notice or lapse of time or both would constitute an
Event of Default, exists, at which time any of such
amounts not so applied shall be paid over to Lessee.

The amount which the Lessee shall be required
to pay with respect to any Taxes indemnified against
pursuant to this Section 6.2 shall be an amount suffi-
cient to restore the Indemnitee to the same after-tax
position such Indemnitee would have been in had such
Taxes not been imposed. In case any report or return is

21



required to be made with respect to any obligation of the
Lessee under this Section 6.2 or arising out of this
Section 6.2, the Lessee shall make or cause to be made
such report or return, or, except in the case of obliga-
tions resulting from the second sentence of the first
paragraph of this Section 6.2, shall promptly notify or
cause to be notified the appropriate Indemnitee of such
requirement and if requested in writing by such Indem-
nitee shall make or cause to be made such report or re-
turn in such manner as shall be satisfactory to the ap-
propriate Indemnitee. All costs and expenses (including
reasonable legal and accountants' fees, disbursements and
expenses) of preparing any such return or report shall be
borne by the Lessee.

Payments due from the Lessee under this Sec-
tion 6.2 shall be made directly to the Indemnitee, except
to the extent paid to a governmental agency or taxing
authority.

The Lessee shall furnish or cause to be fur-
nished promptly, upon request, such information and data
as are normally available to the Lessee and which the
Indemnitee reasonably may require to permit compliance
with the requirements of any taxing authorities.

6.3. Survival; No Guaranty. The Lessee's and
the indemnified parties' agreements to pay any sums which
may become payable pursuant to Section 6.1 or 6.2 shall
survive the expiration or other termination of this
Lease. The foregoing indemnities by the Lessee shall not
constitute a guarantee by the Lessee of payment of the
Conditional Sale Indebtedness or of the residual value of
the Equipment following the expiration of the term hereof
as such term may or may not be renewed.

SECTION 7. PAYMENT FOR CASUALTY OCCURRENCES; INSURANCE.

7.1. Casualty Occurrences. In the event that
any Unit shall be or become worn out, lost, stolen, de-
stroyed, irreparably damaged, or permanently rendered
unfit for use from any cause whatsoever, or taken or
requisitioned by-condemnation by any governmental author-
ity or otherwise resulting in loss of possession by the
Lessee for a period of 90 consecutive days, except requi-
sition for use by the United States Government for a
period not in excess of the then remaining term of this
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Lease (all such occurrences being hereinafter called
"Casualty Occurrences"), the Lessee shall promptly and
fully notify or cause to be notified (after the Lessee
has knowledge of such Casualty Occurrence) the Lessor and
the Agent with respect thereto. On the Rent Payment Date
next succeeding the delivery of such notice (or, in the
event that the term of this Lease has already expired, on
a date within 15 days of such delivery) the Lessee shall
pay or cause to be paid to the Lessor an amount equal to
all Basic Rent and Additional Rent in respect of such
Unit due and payable on or prior to such date plus a sum
equal to the Casualty Value of such Unit as of such date
(such .date being hereinafter called the "Calculation
Date"). Upon the making of such payment by or on behalf
of the Lessee in respect of any Unit, the rental for such
Unit shall cease to accrue .as of the date of such pay-
ment, the term of this Lease as to such Unit shall termi-
nate and (except in the case of the loss, theft or com-
plete destruction of such Unit) the Lessor shall be enti-
tled to recover possession of such Unit.

If the date upon which the making or causing to
be made of such payment by the Lessee in respect of any
Unit as required as aforesaid shall be after the term of
this Lease in respect of such Unit has expired, no rental
for such Unit shall accrue after the end of such term but
the Lessee, in addition to paying an amount equal to the
Casualty Value set forth with respect to July 2, 2007 for
such Unit, shall pay or cause to be paid interest thereon
from the end of such term to the date of such payment at
the rate of 11.47% per annum.

The Lessor hereby appoints the Lessee its agent
to dispose of any Unit suffering a Casualty Occurrence or
any component thereof, before or after the expiration of
this Lease, at the best price obtainable on an "as is,
where is" basis. Provided that the Lessee has previously
paid the Casualty Value to the Lessor and no Event of
Default hereunder, or event which with notice or lapse of
time or both would constitute such an Event of Default,
shall have occurred and be continuing, the Les'see shall
be entitled to retain the proceeds of such sale to the
extent they do not exceed the Casualty Value of such Unit
and shall pay any excess to the Lessor. If any such
Event of Default or event has occurred and is continuing,
the Lessee shall promptly pay all such proceeds to the
Lessor, provided that if no Declaration of Default has
occurred and is continuing and at such time as no Event
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of Default, or event which with notice or lapse of time
or both would constitute an Event of Default, exists, the
Lessor shall return all such proceeds up to the amount of
the Casualty Value to the Lessee.

The "Casualty Value" of each Unit as of the
Calculation Date for each such Unit shall be that per-
centage of the Purchase Price of such Unit as is set
forth in Schedule B hereto opposite such date (subject to
adjustment as provided in Section 3.5 and in the Tax
Indemnity Agreement). Anything contained herein, in the
Participation Agreement or in the Conditional Sale Agree-
ment to the contrary notwithstanding, Casualty Value for
the Equipment will, under any circumstances and in any
event be an amount which, together with any other amounts
required to be paid by the Lessee hereunder in connection
with a Casualty Occurrence, will be at least sufficient
to pay in full as of the date of payment thereof the
aggregate unpaid principal amount of the Conditional Sale
Indebtedness applicable to the Units suffering a Casualty
Occurrence, from time to time outstanding, together with
all unpaid interest thereon originally scheduled to be
accrued, as of the payment date with respect to such
Casualty Occurrence.

In the event of the requisition for use of any
Unit during the term of this Lease or any renewal there-
of, unless such requisition shall constitute a Casualty
Occurrence, all of the Lessee's obligations under this
Lease with respect to such Unit shall continue to the
same extent as if such requisition had not occurred,
except that if such Unit is returned at any time after
the end of the term of this Lease, the Lessee shall be
obligated to return such Unit to the Lessor pursuant to
Section 13 or 18, as the case may be, promptly upon such
return rather than at the end of the term of this Lease;
but the Lessee shall in all other respects comply with
the provisions of Section 13 or 18, as the case may be,
with respect to such Unit. All payments received by the
Lessor or the Lessee from the requisitioning authority
for the use of such Unit during the term of this Lease
shall be paid over to, or retained by, the Lessee, pro-
vided that if an Event of Default, or event which with
notice or lapse of time or both would constitute an Event
of Default, shall have occurred and be continuing such
payments shall be paid over to or retained by the Lessor,
(i) until such time as no Event of Default or event which
wTth notice or lapse of time or both would constitute an
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Event of Default, is continuing, at which time the Lessor
shall return all such payments to the Lessee or (i i)
until a Declaration of Default has occurred and is con-
tinuing, at which time such payments shall be applied as
set forth in Section 3.5 of the Lease Assignment. All
payments received by the Lessor or the Lessee from the
requisitioning authority for the use of such Unit after
the term of this Lease, shall be paid over to, or re-
tained by, the Lessor.

Except as provided in this Section 7.1, the
Lessee shall not be released from its obligations hereun-
der in the event of, and shall bear the risk of, any
Casualty Occurrence to any Unit from and after delivery
and acceptance thereof by the Lessee hereunder.

7.2. Insurance. The Lessor agrees that Lessee
may at all times during the term of this Lease self-
insure against loss by fire, windstorm and explosion and
against such other risks as are customarily insured
against by companies owning property of a similar charac-
ter. The Lessee agrees that it will maintain or cause to
be maintained general public liability insurance with
respect to the Equipment against damage because of bodily
injury, including death, or damage to property of others,
in such amounts as are, from time to time, customarily
insured against by companies owning property of a similar
character, provided that the Owner and the Agent may
inquire into the appropriateness of. the insurance cover-
age as set forth in the insurance certificates sent to'
them, from time to time, pursuant to this Section 7.2,
and in the event that the insurance coverage is not in
fact to the extent customarily obtained by companies
owning property of a similar character, such insurance
coverage will be so extended to such customary level.
Any such insurance may have applicable thereto deductible
provisions in an amount no greater at any time than
$7,500,000 per occurrence and may be carried under blan-
ket policies maintained by the Lessee so long as such
policies otherwise comply with the provisions of this
Section 7.2. All such liability insurance shall desig-
nate the Lessor, the Lessee, the Agent and the Lenders as
additional insureds. All such policies shall provide, to
the extent available from insurers customarily utilized
in the Lessee's industry (a) that the insurer thereunder
waives all rights of subrogation against the Lessor, the
Lessee, the Agent and, if applicable, the Lenders, (b)
that no cancellation, termination or material change in
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such insurance shall be effective until at least 30 days
after the receipt by the Agent and the Lessor of written
notice thereof, (c_) that such insurance as to the inter-
ests of the Lessor, the Agent or the Lenders therein
shall not be invalidated by any act or neglect of, or
violation of the terms, conditions or warranties of the
insurance policy by, the Lessee or any other person or by
the use or operation of the Equipment for purposes more
hazardous or in a manner more hazardous than is permitted
by such policy, (d) that neither the Lessor, the Agent
nor the Lenders shall be liable for the payment of any
premiums, commissions, assessments or calls in connection
with such insurance, (e) that all provisions thereof,
except the limits of iTability (which shall be applicable
to all insureds as a group) and liabilities for premiums
(which shall be solely a liability of the Lessee), shall
operate in the same manner as if there were a separate
policy covering each such insured, without right of con-
tribution from any other insurance which may be carried
by any insured, and (£) if available, that the insurer
will undertake the legal defense of the Lessor, the Agent
and the Lenders for any loss or claim arising as a result
of the Equipment subject to this Lease. The Lessee shall
furnish the Lessor with certificates or other satisfac-
tory evidence of maintenance of the insurance required
hereunder and with respect to any renewal policy or poli-
cies shall furnish certificates evidencing such renewal
prior to the expiration date of the original policy or
policies. All insurance provided for in this Section.7.2
shall be effected with insurance companies similar to
those insurers who customarily provide public liability
insurance in the Lessee's industry.

SECTION 8. REPORTS; INSPECTION.

On or before March 31 in each year, commencing
with the calendar year 1987, the Lessee will furnish or
cause to be furnised to the Lessor, the Agent and each
Lender an accurate statement in appropriate form (a)
setting forth as at the preceding December 31 the amount,
description and number of all Units then leased hereun-
der, the amount, description and number of all Units that
have suffered a Casualty Occurrence during the preceding
calendar year or, in the case of the first such state-
ment, since the date of this Lease (specifying the dates
of such Casualty Occurrences) or to the knowledge of the
Lessee 'are then undergoing repairs (other than running
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repairs) or are then withdrawn from use pending repairs
(other than running repairs) and such other information
regarding the condition and state of repair of the Units
as the Lessor or the Agent may reasonably request and (b)
stating that, in the case of all Units repainted or re-
paired during the period covered by such statement, the
numbers and the markings required by Section 5 have been
preserved or replaced. The Lessor and the Agent shall
have the right (but not the duty) by their respective
agents to inspect the Units and the Lessee's and its
agents' records with respect thereto at such reasonable
times as the Lessor or the Agent may request during the
continuance of this Lease, provided that the Lessee shall
not be liable, except in the case of its negligence or
misconduct or that of its employees or agents, for any
injury or death to any person exercising, either on be-
half of the Lessor or any prospective purchaser or les-
see, the rights of inspection granted hereunder and the
Lessee may require any person seeking to inspect the
Units or such records to execute a waiver of liability in
accordance with this proviso. The Lessee shall make
available any information reasonably requested by the
Lessor with respect to any Units.

The Lessee agrees at its expense to prepare and
deliver or cause to be prepared and delivered to the
Lessor or the Agent, as the case may be, within a reason-
able time prior to the required date of filing (and, to
the extent permissible, file on behalf of the Lessor or
the Agent) any and all reports in appropriate form (other
than income or franchise tax returns) to be filed by the
Lessor or the Agent with any Federal, state or other
regulatory authority by reason of the ownership by the
Lessor of the Units, the security interest of the Agent
therein or the leasing thereof to the Lessee.

SECTION 9. DISCLAIMER OF WARRANTIES; COMPLIANCE WITH
LAWS AND RULES; MAINTENANCE; ALTERATIONS.

9.1. Disclaimer of Warranties. NEITHER THE
LESSOR NOR THE AGENT MAKES, HAS MADE OR SHALL BE DEEMED
TO MAKE OR HAVE MADE, ANY WARRANTY OR REPRESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN COMPLIANCE
WITH SPECIFICATIONS, OPERATION OR CONDITION OF, OR AS TO
THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP IN,
THE UNITS OR ANY COMPONENT THEREOF DELIVERED TO THE LES-
SEE HEREUNDER, AND NEITHER THE LESSOR NOR THE AGENT MAKES
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ANY WARRANTY OF MERCHANTABILITY OR FITNESS OF THE UNITS
OR ANY COMPONENT THEREOF FOR ANY PARTICULAR PURPOSE OR AS
TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF, OR ANY
OTHER REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED,
WITH RESPECT TO ANY UNIT OR ANY COMPONENT THEREOF (EITHER
UPON DELIVERY THEREOF TO THE LESSEE OR OTHERWISE), it
being agreed that all such risks, as between the Lessor
and the Agent, on the one hand, and the Lessee on the
other, are to be borne by the Lessee, except that the
Lessor warrants that it has received and holds whatever
title to the Units as was conveyed to it by the Builder
and that each Unit shall be free of Lessor's Liens and it
shall pay and discharge the same as provided in Sec-
tion 14 of the Conditional Sale Agreement. The Lessor
hereby authorizes and constitutes the Lessee its agent
and attorney-in-fact during the term of this Lease to
assert and enforce from time to time, in the name of and
for the account of the Lessor and/or the Lessee, as their
interests may appear, at the Lessee's sole cost and ex-
pense, whatever claims and rights the Lessor may have
against the Builder, provided that if at any time an
Event of Default, or any event which with notice or lapse
of time or both would constitute an Event of Default,
shall have occurred and be .continuing, the Lessor may
assert and enforce for the Lessor's sole benefit, but at
the Lessee's sole cost and expense, such claims and
rights provided further that, at any time, the Lessor may
at its own cost and expense assert and enforce for its
.benefit such claims and rights. The Lessor and the Agent
shall have no responsibility or liability to the Lessee
or any other person with respect to any of the following:
(_i) any liability, loss or damage caused or alleged to be
caused directly or indirectly by any Unit or by any inad-
equacy thereof or deficiency or defect therein or by any
other circumstance in connection therewith; (ii) the use,
operation or performance of any Unit or any rTsks relat-
ing thereto; (iii) any interruption of service, loss of
business or anticipated profits or consequential damages;
or (iv) the delivery, operation, servicing, maintenance,
repair-, improvement or replacement of any Unit. The
Lessee's delivery of a Certificate of Acceptance shall be
conclusive evidence as between the Lessee and the Lessor
and the Agent that the Units described therein are in all
the foregoing respects satisfactory to the Lessee, and
the Lessee will not assert any claim of any nature what-
soever against the Lessor or the Agent based on any of
the foregoing matters.
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9.2. Compliance with Lavs and Rules. The
Lessee agrees, for the benefit of the Lessor and the
Agent, to comply and to take such action as shall be -
reasonably necessary to cause every user of any Unit to
comply, in all respects (including, without limitation,
with respect to the use, maintenance and operation of
each Unit) with all laws of the jurisdictions in which
its operations involving any Unit may extend, with the
interchange rules of the Association of American Rail-
roads and with all rules of the United States Department
of Transportation, the Interstate Commerce Commission and
any other legislative, executive, administrative or judi-
cial body exercising any power or jurisdiction over the
Equipment, to the extent that such laws and rules affect
the title, operation or use of the Equipment, and in the
event that any such law, rule or regulation requires any
alteration, replacement, modification or addition of or
to any Unit or any part thereof, the Lessee will fully
comply therewith at its own expense, provided that the
Lessee may upon written notice to the Lessor and the
Agent, in good faith contest or cause to be contested the
validity or application of any such law, rule or regula-
tion in any reasonable manner which does not, in the
opinion of both the Lessor and the Agent, adversely af-
fect the property or rights of either the Lessor or the
Agent under this Lease.

9.3. Maintenance. The Lessee agrees that, at
its own cost and expense, it will maintain or cause to be
maintained each Unit (including any Additions thereto)
which is subject to this Lease in good operating order,
repair and condition, ordinary wear and tear excepted,
capable of performing the functions for which it was
originally intended at all times. Each Unit will be
consistently maintained in accordance with applicable
railroad interchange rules and Federal and Railroad
Safety Standards. Maintenance procedures will conform to
any conditions set forth in the Builder's warranties
during the term of such warranties. The term "ordinary
wear and tear" for purposes of this Lease shall mean that
wear and tear which would have been suffered by units of
the same type which had carried at all times, and over
the same period of time, commodities of the kind ordi-
narily carried in the Unit by the Lessee.

9.4. Alterations, etc. The Lessee and its
affiliates, at their own cost and expense, may from time
to time make such alterations, modifications and addi-
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tions (including, without limitation, any special de-
vices, assemblies or racks at any time attached or af-
fixed to any Unit, the cost of which is not included in
the Purchase Price of such Unit and which are not re-
quired for the operation or use of such Unit by,"but are
made in compliance with any requirements of the Inter-
state Commerce Commission, the United States Department
of Transportation or any other legislative, executive,
administrative or judicial body exercising any power or
jurisdiction over such Unit) (hereinafter collectively
called "Additions") to the Units as the Lessee may deem
desirable in the proper conduct of its business so long
as such Additions shall not be inconsistent with the
continuing operation of the Units, and shall not diminish
the value, utility or condition of the Units below the
value, utility and condition thereof immediately prior to
the making of such Additions, assuming the Units were
then in the condition required to be maintained by the
terms of this Lease.

Title to all Parts incorporated in or installed
as part of the Units shall at all times be and remain the
property of the Lessor, and Lessee shall indemnify Lessor
in the event that such Parts are deemed "income" to the
Lessor prior to the expiration of the lease term, in the
following cases: (_i) if such Part is in replacement of
or in substitution for, and not in addition to, any Part
originally incorporated in or installed as part of a Unit
at the time of the acceptance thereof hereunder or any
part in replacement of, or in substitution for, any such
replacement Part, (ii) if such Part is required to be
incorporated in or installed as part of the Units pursu-
ant to the terms of Section 9.2 or Section 9.3 or ( iii)
notwithstanding the provisions of this Section 9.4, if
such Part cannot be readily removed from the Unit to
which it relates without material damage thereto and
without diminishing or impairing the value or utility
which such Unit shall have had at such time had such
alteration or addition not occurred. In all other cases,
title to Parts incorporated in or installed as parts of
the Units as a result of Additions shall vest in the
Lessee, provided that the Lessor shall have the option to
purchase any such Part which can be readily removed from
the Unit to which it relates without material damage
thereto at the fair market value thereof at the time such
Unit is returned to the Lessor in accordance with this
Lease.
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SECTION 10. PROHIBITED LIENS.

The Lessee will not directly or indirectly
create, incur, assume, permit or suffer to be created or
to remain, and, at its own expense, will promptly pay or
discharge any and all sums or claims which, if unpaid,
might become a Lien, other than Lessor's Liens or Liens
against the Agent or the Lenders not related to the
transactions contemplated by the Participation Agreement
or this Lease, upon or with respect to any Unit or any
part thereof, this Lease, any payment of Rent or any part
thereof, or any amount or part thereof due or payable
with respect to the Conditional Sale Indebtedness, or the
interest of the Lessor, the Agent or the Lessee therein
or herein, other than Permitted Liens, and will promptly
discharge any such sum or claim which arises, but shall
not be required to pay or discharge any such sum or claim
so long as (^_) the validity thereof shall be contested in
good faith and by appropriate legal proceedings in any
reasonable manner, (ii) prompt notice of such contest is
given to the Lessor and the Agent, (iii) the nonpayment
or non-discharge of such sum or claim does not, in the
reasonable opinion of the Agent and the Lessor, materi-
ally adversely affect the interest of the Agent or the
Lessor in or to the Equipment or proceeds thereof, the
Agent's interest in the income and proceeds from the
Equipment, or any other rights of the Agent or the Lessor
under this Lease or any Security Document and (iv) ar-
rangements reasonably satisfactory to the Agent and the
Lessor have been made by the Lessee for the payment or
discharge of such sum or claim.

SECTION 11. POSSESSION AND USE; ASSIGNMENTS
AND SUBLEASES.

So long as no Event of Default, or event which
with notice or lapse of time or both would constitute an
Event of Default, shall have occurred and be continuing,
the Lessee shall be entitled to the possession of the
Units in accordance with the terms of this Lease, to
permit the use of the Equipment by others in the usual
interchange of traffic and to sublease the Equipment, but
the Lessee will under no circumstances permit any Unit to
be assigned to service, or to be operated or maintained,
outside the United States of America, provided, however,
the Lessee will be permitted de minimis use in Canada.
This entitlement is of the essence of this Lease, and
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upon application to any court of equity having jurisdic-
tion in the premises, the Lessee shall be entitled to a
decree against the Lessor, the Agent or the Lenders re-
quiring specific performance hereof. The Lessee will not
sublease any of the Units without the prior written con-
sent of the Lessor and the Agent, which consent shall not
be unreasonably withheld. Notwithstanding the foregoing,
no sublease for any period shall be permitted unless (i)
no Event of Default, or event which with notice or lapse
of time or both would constitute an Event of Default,
shall have occurred and be continuing at the commencement
of the term of such sublease, (ii) such sublease is upon
and subject to all the terms and conditions of this Lease
and the term of such sublease shall not extend beyond the
Term of the Lease, evidence of which shall be furnished
to the Lessor and the Agent hereunder, (i ii) such sub-
lease specifically provides that it is subject and subor-
dinate to the provisions of this Lease and the rights and
remedies of the Lessor and the Agent hereunder, and (iv)
such sublease does not adversely affect the Owner's abil-
ity to realize the full benefits of the tax assumptions
set forth in the Tax Indemnity Agreement or jeopardize
the Agent's or the Lessor's interests in the Units. No
sublease entered into by the Lessee hereunder shall re-
lieve the Lessee of any liability or obligations hereun-
der, all of which shall be and remain those of a princi-
pal and not a surety. The Lessor may, at its option,
require the Lessee to assign to the Lessor such sublease,
in the case of subleases with a term of 9 months or more,
.and the rentals due thereunder, to the extent of the
Basic Rent due hereunder, with such sublease rental pay-
ments to be made directly to the Lessor without any right
to offset or counterclaim by the sublessee. Notwith-
standing the foregoing provisions, but subject to clause
(i_) above and provided that (x) no sublease, or other
agreement renders it not subject and subordinate to this
Lease and (^) it is begun prior to the expiration of the
Term of the Lease, the Lessee may, to the extent custom-
ary in the industry, "trip lease" the Units to one or
more of its business customers.

Except as permitted by this Section 11, the
Lessee shall not assign or transfer its rights hereunder
or sublease or part with the possession or control of, or
suffer or allow to pass out of its posssession or con-
trol, any of the Units.
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SECTION 12. MERGER, CONSOLIDATION, ETC.

The Lessee may assign or" transfer its leasehold
interest under this Lease in the Units or possession of
the Units to any solvent corporation into or with which
the Lessee shall have become merged or consolidated or
which shall have acquired the property of the Lessee, as
an entirety or substantially as an entirety, in compli-
ance with the requirements of Section 11.3 of the Par-
ticipation Agreement.

SECTION 13. RETURN OF UNITS UPON EXPIRATION OF TERM.

As soon as practicable on or after January 2,
2007 or at the expiration of a Renewal Term, if any, and
in any event not later than 180 days after January 2,
2007 or at the expiration of any Renewal Term (except in
each case with respect to a termination pursuant to Sec-
tion 7.1), the Lessee will cause each Unit to be trans-
ported to such storage tracks within the United States as
the Lessor shall designate immediately prior to such
termination or, in the absence of such designation, as
the Lessee may select, and the Lessee will arrange for
storage of such Unit on behalf of the Lessor at such
storage tracks. In the event that the Lessee does not
return the Equipment at the termination of the Basic Term
or any Renewal Term, the Lessee shall pay to the Lessor
the daily equivalent of the average daily rent paid dur-
ing the Basic Term on the 30th day of each month follow-
ing the month for which such payment is to be made and
during such time as the Lessee does not return the Equip-
ment; in addition, all of the terms and conditions of
this Lease shall remain in effect until each Unit has
been returned as provided herein. Each Unit shall be
stored for a period commencing on the date of its arrival
at such storage tracks (whether designated by the Lessor
or the Lessee) and extending thereafter to and including
the date the last Unit of Equipment is returned pursuant
to this section. The assembly, delivery, and storage of
such Units pursuant to the preceding sentence shall be at
the expense and risk of the Lessee. Storage of the Units
during the period after the date the last Unit of Equip-
ment is returned shall be at the expense and the risk of
the Lessor. During any such storage period the Lessee
will permit the Lessor or any person designated by it,
including the authorized representative or represen-
tatives of any prospective purchaser or user of such

33



Unit, to inspect the same. The Lessee shall not be lia-
ble for any injury to or the death of any person exercis-
ing, either on behalf of the Lessor or any prospective -
purchaser or user, the foregoing rights of inspection
except in the case of negligence or wilful wrongdoing of
the Lessee or of its employees or agents and except to
the extent otherwise provided by law. This agreement to
assemble, deliver and store the Units as hereinbefore
provided is of the essence of this Lease, and upon appli-
cation to any court of equity having jurisdiction in the
premises, the Lessor shall be entitled to a decree
against the Lessee requiring specific performance hereof.
Each Unit returned to the Lessor pursuant to this Sec-
tion 13 shall have attached or affixed thereto any /Part
title to which is in the Lessor pursuant to Section 9.4
and have removed therefrom at Lessee's expense any Part
title to which is in the Lessee or any other person pur-
suant to Section 9.4, shall be in the condition required
in Section 9.3 hereof and shall be, and the Lessee shall
keep and maintain any such Unit during the storage period
for which the Lessee is responsible, (a) free and clear
of all Liens (other than Lessor's Liens or Liens created
pursuant to or under Security Documents) and in the same
operating order, repair and condition as when originally
delivered to the Lessee, ordinary wear and tear excepted,
and (b) in compliance with the interchange rules of the
AssocTation of American Railroads and with all rules of
the United States Department of Transportation, the In-
terstate Commerce Commission and any other legislative,
executive, administrative or judicial body exercising any
power or jurisdiction over such Unit. All gross amounts
earned in respect of any Unit shall, from and after the
termination of this Lease as to such Unit, belong to and
be the property of the Lessor except for amounts due to
the Lessee pursuant to Section 7.1.

SECTION 14. EARLY TERMINATION.

At any time after the fifth anniversary of the
final Equipment Closing Date, in the event that all of
the Units shall become surplus to the Lessee's require-
ments or economically obsolete for use by the Lessee (as
determined in good faith by the Lessee's Board of Direc-
tors) from any cause whatsoever (other than a Casualty
Occurrence), the Lessee may, at its option, if no Event
of Default shall have occurred and be continuing and no
event which with notice or lapse of time or both would
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become an Event of Default, shall have occurred and be
continuing, give to the Lessor notice of the Lessee's
intention to terminate this Lease as to all of the Units
subject to this Lease as of the Rent Payment Date stated
in such notice (herein called the "Termination Date"),
which Rent Payment Date shall not be earlier than 180
days after the date of such notice provided, however,
that this Lease may not be terminated pursuant to this
Section 14 if, upon such termination, the number of Units
of Equipment is more than 7 times the number of units of
similar hopper cars withdrawn from the Lessee's fleet as
surplus or economically obsolete within the preceding
twelve months (as certified by the Lessee). During the
period from the giving of such notice until the Termina-
tion Date, the Lessee, as agent for the Lessor, shall use
its best efforts to obtain cash bids (pursuant to invita-
tions for bids reasonably satisfactory in form and sub-
stance to the Lessor) for the purchase of such Units by a
third party unrelated to the Lessee. The Lessor shall
also have the right (but not the obligation) to obtain
cash bids for the purchase of such Units, either directly
or through agents other than the Lessee. The Lessee
shall certify to the Lessor in writing the amount of each
bid, if any, received by the Lessee and the name and
address of the person submitting such bid.

If no such bids are received by the tenth Busi-
ness Day prior to the Termination Date or if the Lessee
shall elect not to sell such Units despite the receipt of
such bids (in the latter event only if no such bid equals
or exceeds Termination Value), the Lessee shall notify in
writing the Lessor, the Agent and the Lender of such fact
and shall withdraw its notice of termination. Otherwise,
on the Termination Date the Lessor shall, subject to
satisfaction of the conditions specified in the-following
sentence, sell such Units for cash to the maker (who
shall not be the Lessee or any affiliate of the Lessee)
of the highest cash bid therefor submitted prior to such
date (whether such bid has been so certified by the Les-
see or obtained by the Lessor or the Owner independently
of the efforts of the Lessee), such sale to be on an "as-
is, where-is" basis, without any representation or war-
ranty, express or implied, by the Lessor and without
recourse to the Lessor. The Lessor's obligation to sell
such Units shall be subject to the. conditions that: (i_)
no Event of Default, or event which with notice or lapse
of time or both would constitute an Event of Default,
shall have occurred and be continuing on, and the Lessee
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shall have paid to the Lessor all Basic Rent and Addi-
tional Rent payable hereunder on and before, the Termina-
tion Date, and (ii) the Lessee shall, on or before the
Termination Date, have paid to the Lessor the amount, if
any, by which the Termination Value, determined as of the
Termination Date, exceeds the amount of cash received by
the Lessor for such sale less all expenses (including
legal fees and expenses) incurred or paid by the Lessor
in connection with such sale, with any excess sales pro-
ceeds to be retained by the Lessor.

Upon the closing of the sale of such Units by
the Lessor pursuant to the preceding paragraph, (i) the
Lessee shall comply with the provisions of Section 13
with respect to such Units, (ii) the obligation of the
Lessee to pay Basic Rent hereunder shall cease with re-
spect to such Units, and (iii) the term of the Lease with
respect to such Units shall end on the Termination Date.
If the Lessee withdraws any notice of termination given
pursuant to the first paragraph of this Section 14 or if
for any reason (other than the failure of the Lessor to
tender a bill of sale) no sale shall be made pursuant to
any such notice of termination, the Lessee shall not be
obligated to pay the amount set forth in clause (ii) of
the preceding paragraph and this Lease shall continue in
full force and effect with respect to such Units, but the
Lessee may at any time or from time to time thereafter
give a further notice or notices of termination with
respect to the Units under this Section 14, provided that
no such further notice of termination may be given in
excess of a total of five occasions or until 365 days
shall have elapsed since the giving of the previous no-
tice of termination. The Lessor shall not be under any
duty to solicit bids, to inquire into the efforts of the
Lessee to obtain bids, or otherwise to take any action in
connection with any such sale except as expressly pro-
vided in the preceding paragraphs of this Section 14. In
the event of the sale of the Units pursuant to this Sec-
tion 14, the Lessee shall not thereafter acquire directly
or through any affiliate of the Lessee any interest in
any of the Units as owner or lessee.

The Termination Value of each Unit as of the
Termination Date shall be that percentage of the Purchase
Price of such Unit as is set forth in Schedule B hereto
opposite such date (subject to adjustment as provided in
Section 3.5 and the Tax Indemnity Agreement). Anything
contained herein, in the Participation Agreement or in
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the Conditional Sale Agreement to the contrary notwith-
standing, Termination Value for the Equipment will, under
any circumstances and-in any-event be an amount which,
together with any other amounts required to be paid by
the Lessee hereunder in connection with a termination of
this Lease pursuant to Section 14 hereof, will be at
least sufficient to pay in full as of the date of payment
thereof the aggregate unpaid principal amount of the
Conditional Sale Indebtedness from time to time outstand-
ing, together with all unpaid interest thereon originally
scheduled to be accrued, as of the payment date with
respect to such termination of Lease.

SECTION 15. RENEWAL OPTION.

At the end of term of this Lease, on January 2,
2007, so long as no Event of Default has occurred and is
continuing, the Lessee may renew this Lease as to all of
the Units subject to this Lease for up to three two-year
renewal periods (each a "Renewal Term"), commencing on
January 2, 2007 (as shall be specified by the Lessee).
The Lessee shall give the Lessor at least 12 months'
prior written notice of its election to renew the Lease
(specifying the term of such renewal), which notice shall
be irrevocable. All of the provisions of this Lease
shall be applicable during each Renewal Term, except that
the Basic Rent for such Renewal Term shall be in an
amount equal to the Fair Market Rental Value of the
Units, as of the first day of each Renewal Term, for a
period equal to each such Renewal Term, and shall be
payable in semiannual installments in arrears. Casualty
Value during Renewal Term shall be determined as set
forth in Schedule B hereto.

SECTION 16. PURCHASE OPTION.

If no Event of Default shall have occurred and
be continuing, the Lessee shall have the option to pur-
chase all of the Units on the last day of the Basic Term
or any Renewal Term (such day being hereinafter called
the "Expiration Date") at a price which shall be equal to
the then existing Fair Market Sales Value of the Units.
In order to exercise such right to purchase such Units,
the Lessee shall give the Lessor written notice of its
election to purchase the Units (which notice shall be
irrevocable) at least 12 months prior to the Expiration
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Date. The Fair Market Sales Value of the Units shall be
determined by mutual agreement of the Lessee and the
Lessor within 45 days aft~er receipt—by the Lessor of the
notice from the Lessee of its election to purchase such
Units or, if they shall fail to agree within such 45-day
period, the Fair Market Sales Value of such Units shall
be determined by the Appraisal Procedure. The Lessee
shall pay to the Lessor on or before the Expiration Date
an amount equal to the Fair Market Sales Value of the
Units being purchased, and upon such payment and the
payment by the Lessee of all other Rent payable on or
before such Expiration Date (including the Rent becoming
due and payable on such Expiration Date), the Lessor
shall transfer all of its right, title and interest in
the Units being purchased by the Lessee pursuant to this
Section 16 to the Lessee without any representation,
recourse or warranty on the part of the Lessor except
that the Lessor shall warrant to the Lessee that the
Units are free and clear of all Lessor's Liens.

SECTION 17. DEFAULTS; REMEDIES.

17.1. Defaults. If, during the continuance of
this Lease, one or more of the following events (each
such event being herein sometimes called an "Event of
Default") shall occur:

(a) payment of any Rent or payment in respect
of any Casualty Occurrence pursuant to Section 7.1
or payment in respect of any termination of this
Lease pursuant to Section 14 or payment in respect
of the Tax Indemnity Agreement shall not be made by
or on behalf of the Lessee, and such failure to make
payment shall continue for five days after such
payment is due; or

(b) the Lessee shall make or permit any unau-
thorized assignment or transfer of this Lease, or of
possession of the Equipment, or any portion thereof;
or

(c) the Lessee shall fail to maintain or cause
to be maintained insurance as required by Sec-
tion 7.2; or

(d) default shall be made in the observance or
performance of any other of the convenants, condi-
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tions and agreements on the part of the Lessee con-
tained herein or in the Participation Agreement or
the Lease Assignment, and such default shall con-
tinue for 30 days after the Lessee has knowledge of
the default; or

(e) any representation or warranty made in
writing by the Lessee herein or in the Participation
Agreement or the Lease Assignment or in any state-
ment or certificate furnished to the Lessor, the
Agent or any of the Lenders pursuant to or in con-
nection with this Lease,, the Participation Agreement
or the Lease Assignment proves to be untrue in any
material respect as of the date of issuance or mak-
ing thereof; or

(f) the Lessee shall (^) be generally not
paying its debts as they become due, (ii) file, or
consent by answer or otherwise to the Tiling against
it of, a petition for relief or reorganization or
arrangement or any other petition in bankruptcy, for
liquidation or to take advantage of any bankruptcy
or insolvency law of any jurisdiction, (iii) make an
assignment for the benefit of its creditors, (iv)
consent to the appointment of a custodian, receTver,
trustee or other officer with similar powers of
itself or of any substantial part of its property,
(v) be adjudicated insolvent or be liquidated, or
(v_i) take corporate action for the purpose of any of
the foregoing; or

(g) a court or governmental authority of com-
petent jurisdiction shall enter an order, appoint-
ing, without consent by the Lessee, a custodian,
receiver, trustee or other officer with similar
powers with respect to the Lessee, or with respect
to any substantial part of its property, or con-
stituting an order for relief or approving a peti-
tion for relief or reorganization or any other peti-
tion in bankruptcy or for liquidation or to take
advantage of any bankruptcy or insolvency law of any
jurisdiction, or ordering the dissolution, winding-
up or liquidation of the Lessee, or if any such
petition shall be filed against the Lessee and such
petition shall not be dismissed within 60 days;

(h) default shall be made in the payment of
the principal of or interest on any indebtedness of
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the Lessee which default results or could result in
indebtedness of an aggregate principal amount in
excess of $2,000,000 becoming immediately due and
payable, unless such default is, in the Lessor's
reasonable opinion, being contested in good faith
and during the pendency of such contest such indebt-
edness shall not be required to be paid; or

(i) the Letter of Credit shall not have been
extended or a substitute facility provided therefor
in accordance with the terms thereof prior to the
tenth day prior to its expiration;

then the Lessor may exercise any of the remedies set
forth in Section 17.2. The Lessee shall deliver to the
Lessor and the Agent, promptly upon any responsible offi-
cer's becoming aware of any condition which constitutes,
or which with notice or lapse of time or both would con-
stitute, an Event of Default, written notice specifying
such condition and the nature and status thereof. For
the purposes of this Section 17.1, a "responsible offi-
cer" shall mean, with respect to the subject matter of
any covenant, agreement or obligation of the Lessee in
this Lease contained, any corporate official of the Les-
see who in the normal performance of such official's
operational responsibilities would have knowledge of such
matter and the. requirements of this Lease with respect
thereto.

17.2. Remedies. If an Event of Default shall
have occurred and be continuing, the Lessor, at its op-
tion, may proceed by appropriate court action either at
law or in equity to enforce performance by the Lessee of
the applicable covenants of this Lease or to recover
damages for the breach thereof or by notice in writing to
the Lessee terminate the term of this Lease with respect
to all Units then subject thereto, whereupon all rights
of the Lessee to the use of the Units shall absolutely
cease and terminate as though this Lease had never been
made, but the Lessee shall remain liable as herein pro-
vided; and thereupon the Lessor may by its agents enter
upon the premises of the Lessee or other premises where
any of the Units may be and take possession of all or any
of such Units and thenceforth hold, possess, sell, oper-
ate, lease to others and enjoy the same free from any
right of the Lessee, or its successors or assigns, to use
the Units for any purposes whatever and without any duty
to account to the Lessee for such action or inaction or
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for any proceeds arising therefrom; but the Lessor shall
nevertheless have a right to recover from the Lessee any
and alt amounts which under the terms of this Lease may
be then due or which may have accrued to the date of such
termination (computing accrued Basic Rent pro rata to
such date) and also to recover forthwith from the Lessee
as damages for loss of the bargain and not as a penalty,
whichever of the following amounts the Lessor, in its
sole discretion, shall specify:

(x) a sum with respect to each Unit which
represents the excess of (_!) the present value, at
the time of such termination, of the entire unpaid
balance of all rentals for such Unit which would
otherwise have accrued hereunder from the date of
such termination to the end of the term of this
Lease as to such Unit over (2̂ ) the then present
value of the rentals which the Lessor reasonably
estimates to be obtainable for the Unit during such
period, such present value to be computed in such
case on the basis of a 9.47% per annum discount,
compounded semiannually from the respective dates
upon which rentals would have been payable hereunder
had this Lease not been terminated, plus any damages
and expenses, including reasonable attorneys' fees,
disbursements and expenses in addition thereto which
the Lessor shall have sustained by reason of the
breach of any covenant, representation or warranty
of this Lease other than for the payment of the
rental; c

(y) an amount equal to the excess, if any, of
the Casualty Value as of the Rent Payment Date on or
next preceding the date of termination over the
amount the Lessor reasonably estimates to be the
sales value (after deduction of all estimated ex-
penses of such sale) of such Unit at such time;

(z) an amount equal to any unpaid Basic Rent
and Additional Rent (and, in the case of an Event of
Default under Section 17.1(f) hereof, any amounts of
Basic Rent and Additional Rent paid within the 90
days preceding the Event of Default), for such Equip-
ment or part thereof due for periods prior to and
including the Rent Payment Date on or next preceding
the date of termination plus an amount equal to the
then Termination Value of such Equipment as of such
Rent Payment Date (together with interest on such
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amount at a rate equal to the greater of 20% or 125%
of the Base Rate (computed on the basis of a 360-day
year of twelve 30-day months), from the payment date
specified in such notice to the date of actual pay-
ment); in addition, the Lessor may, within 30 days
after the Lessee makes the payment of Termination
Value as aforesaid, give the Lessee written notice
appointing a recognized independent appraiser se-
lected by the Lessor to determine the fair market
sales value for the Equipment as of the Rent Payment
Date as of which Termination Value was determined
pursuant to this paragraph (z), and if the fair
market sales value of the Equipment as of such date
is determined to exceed the Termination Value of the
Equipment paid pursuant to this paragraph (z), the
Lessee shall forthwith pay the amount of such excess
to the Lessor; and upon indefeasible payment in full
of all such amounts and any other amounts then due
and owing by the Lessee hereunder, the Lessor shall
transfer to the Lessee in accordance with Section 16
its title to the Equipment;

rovided that in the event the Lessor shall have sold or
eased any Unit as permitted by this Section 17.2, the
Lessor, in lieu of collecting any amounts payable to the
Lessor by the Lessee pursuant to the preceding subpara-
graphs (x), (y) and (z) with respect to such Unit, may,
if it shall so elect, demand that the Lessee pay the
Lessor and the Lessee shall pay to the Lessor on the date
of such sale or leasing, as the case may be, as liqui-
dated damages for loss of a bargain and not as a penalty

(i) in the case of such sale, an amount equal
to the excess, if any, of the Casualty Value for
such Unit, as of the Rent Payment Date on or next
preceding the date of termination, over the net
proceeds of such sale, and

(ii) in the case of such leasing, an amount
equal to the excess, if any, of the present value of
all rental for such Unit which would otherwise have
accrued hereunder from the date of termination to
the end of the term of this Lease as to such Unit
over the sum of (^) the then present value of all
rental for such Unit required under such new lease
plus (II) the then present value of the rental (if
any) which the Lessor reasonably estimates to be
obtainable for the Unit during the period commencing
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on the termination of such new lease and ending on
the date the term of this Lease would have termi-
nated if it had not been terminated early due-to-
default, each such present value to be computed in
each case on the basis of a 9.47% per annum dis-
count, compounded, in the case of rental which is
estimated under Clause (II) of this subparagraph,
semiannually from the respective dates upon which
rentals would have been payable hereunder had this
Lease not been terminated and, in the case of rental
under such new lease, periodically from the respec-
tive dates upon which such rental shall be payable
thereunder.

In addition, the Lessee shall be liable, in any
event, for any premium payable by the Lessor in accor-
dance with Section 17 of the Conditional Sale Agreement,
upon the Lessor's election to accelerate the Conditional
Sale Indebtedness upon the occurrence of an Event of
Default pursuant to either Section 17.Ha), 17.1(f) or
17.l(i) hereof.

In addition, the Lessee shall be liable, except
as otherwise provided above, for any and all unpaid
amounts due hereunder before, during or after the exer-
cise of any of the foregoing remedies and for all reason-
able attorneys'.fees and other costs and expenses in-
curred by reason of the occurrence of any Event of De-
fault or the exercise of the Lessor's remedies with re-
spect thereto, including all costs and expenses incurred
in connection with the return of any Unit and the placing
of any Unit in the condition necessary to meet the re-
quirements of the second sentence of Section 15.

Any draw on the Letter of Credit shall be ap-
plied to the Lessee's obligations hereunder to the ex-
tent, but only to the extent, so received.

The remedies in this Lease provided in favor of
the Lessor shall not be deemed exclusive, but shall be
cumulative, and shall be in addition to all other reme-
dies in its favor existing at law or in equity, includ-
ing, without limitation, the right of the Lessor to pro-
ceed by appropriate court action or actions at law or in
equity or otherwise to enforce performance by the Lessee
of the applicable covenants of this Lease and the Par-
ticipation Agreement or to recover damages for the breach
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thereof, whether before, during, or after an Event of
Default hereunder.

The Lessee hereby waives any requirements of
law, now or hereafter in effect, which might limit or
modify the remedies herein provided, to the extent that
such waiver is permitted by law. The Lessee hereby
waives any and all existing or future claims to any off-
set, other than offset for breaches of the Lessee's right
to quiet enjoyment to the extent permitted by Section 3.4
hereof against the rental payments due hereunder and
agrees to make such rental payments regardless of any
offset or claim which may be asserted by the Lessee or on
its behalf.

The failure of the Lessor to exercise the
rights granted it hereunder upon the occurrence of any of
the contingencies set forth herein shall not constitute a
waiver of any such right upon the continuation or recur-
rence of any such contingencies or similar contingencies;
and a waiver of any such right on one occasion shall not
constitute a waiver of such right as to any other occa-
sion and shall not be effective unless in writing signed
by the Lessor.

SECTION 18. RETURN OF UNITS UPON DEFAULT.

If the term of this Lease shall be terminated
pursuant to Section 17, the Lessee shall forthwith de-
liver or cause to be delivered possession of the Units to
the Lessor and shall give or cause to be given prompt
telegraphic and written notice to the Association of
American Railroads and all railroads having possession of
any Unit so to return such Units. Each Unit returned to
the Lessor pursuant to this Section 18 shall (_i) be free
and clear of all Liens (other than Liens created pursuant
to or under the Security Documents) in the same operating
order, repair and condition as when originally delivered
to the Lessee, ordinary wear and tear excepted, (ii) have
attached or affixed thereto any Part title to which is in
the Lessor pursuant to Section 9.4 and have removed
therefrom at Lessee's expense any Part title to which is
in the Lessee or any other person pursuant to Sec-
tion 9.4, and (iii) comply with the interchange rules of
the Association of American Railroads, and with all rules
of the United States Department of Transportation, the
Interstate Commerce Commission and any other legislative,
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executive, administrative or judicial body exercising any
power or jurisdiction over such Unit. For the purpose of
delivering possession of any Unit or Units to the Lessor
as above required, the Lessee shall at its own cost,
expense and risk:

(a) forthwith and in the usual manner (includ-
ing, but not by way of limitation, giving prompt
telegraphic and written notice to the Association of
American Railroads and all entities to which any
Unit or Units have been interchanged or which may
have possession thereof to return the Unit or Units)
cause any or all of the Units to be transported to
such location or locations within the United States
as shall reasonably be designated by the Lessor and
there assembled,

(b) provide for the Lessor to store any or all
of the Units on any lines of railroad or premises
approved by the Lessor without charge for insurance,
rent or storage until such Units have been sold,
leased or otherwise disposed of by the Lessor, and

(c) cause any or all of the Units to be trans-
ported to such place or places within the United
States as shall be designated by the Lessor.

During any assembly, delivery or storage period the Les-
see will, at its own cost and expense, maintain the in-
surance required by Section 7.2 of this Lease, maintain
and keep each such Unit in good order and repair and will
permit the inspection of the Equipment by the Lessor, the
Lessor's representatives and prospective purchasers,
lessees and users. This agreement to assemble, deliver
and store the Equipment as hereinbefore provided is of
the essence of this Lease, and upon application to any
court of equity having jurisdiction in the premises, the
Lessor shall be entitled to a decree against the Lessee
requiring specific performance hereof. The Lessee hereby
expressly waives any and all claims against the Lessor,
the Agent or their respective agents for damages of what-
ever nature in connection with any retaking of any Unit
in any reasonable manner. In the event that the Units or
any thereof are sold, the Lessee shall pay to the Lessor
the per diem interchange for each such Unit which shall
not have been assembled, delivered and stored, as herein-
before provide, by the date of such sale for each day
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from the date of such sale to the date of delivery to the
Lessor at the location specified in paragraph (a) above.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this Sec-
tion 18, the Lessee hereby irrevocably appoints the Les-
sor as the agent and attorney of the Lessee, with full
power and authority, at any time while the Lessee is
obligated to deliver possession of any Unit to the Les-
sor, to demand and take possession of such Unit in the
name and on behalf of the Lessee from whomsoever shall be
in possession of such Unit at the time.

SECTION 19. RECORDING; FURTHER ASSURANCES.

The Lessee, at its own expense, will cause this
Lease, the Conditional Sale Agreement, the Assignment,
the Lease Assignment, any sublease permitted by Sec-
tion 11, and any other assignment or transfer hereof or
thereof and any amendment or supplement hereto or thereto
to be filed and recorded with the Interstate Commerce
Commission in accordance with 49 U.S.C. § 11303 or such
successor thereto as may then be in effect, to the full
extent required to protect the rights intended to be
created in the Lessor and the Agent hereunder and there-
under.

The Lessee will cause to be done, executed,
acknowledged and delivered all such further acts, convey-
ances and assurances as the Lessor, each of the Lenders
or the Agent shall require for accomplishing the purposes
of this Lease and the other Basic Agreements. Upon the
expiration of the term with respect to any Unit for any
reason, the Lessee will execute such assignments of war-
ranties and other rights and interests of the Lessee
relating to such Unit as the Lessor may request. The
Lessee will take, or cause to be taken, such action with
respect to the recording, filing, re-recording and re-
filing of this Lease, the Conditional Sale Agreement, the
Assignment, the Lease Assignment, any sublease permitted
by Section 11, and any other assignment or transfer
hereof or thereof, or any amendments and supplements to
any therof, and any financing statements, continuation
.statements or other instruments (including, without limi-
tation, any financing or other statements or instruments
relating to a change of name or location by the Lessor or
the Lessee), in such manner and in such places as is
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necessary, or as shall be deemed desirable by the Lessor,
the Agent or the Lenders, acting reasonably, to estab-
lish, perfect, preserve-and protect the Lessor's rights
and interests as owner of the Equipment and as Lessor
under this Lease and so long as the Conditional Sale
Indebtedness shall remain outstanding, the security in-
terests created by the Conditional Sale Agreement, the
Assignment and the Lease Assignment, and shall furnish to
the Lessor and the Agent evidence of all actions taken by
it under this and the preceding sentences. The Lessee
will furnish to the Lessor, the Lenders and the Agent
annually after the execution hereof (but not later than
March 15th of each year), commencing with the year 1987,
an opinion of counsel satisfactory to the Lessor and the
Lenders stating either: (i_) that in the opinion of such
counsel such action has been taken with respect to the
recording, filing, re-recording and re-filing of this
Lease, the Conditional Sale Agreement, the Assignment,
the Lease Assignment, any sublease permitted by Sec-
tion 11, and any other assignment or transfer hereof or
thereof (and any amendments or supplements to any there-
of) and any financing statements or other instruments as
is necessary to maintain the perfection of the security
interests created thereby and the Lessor's rights and
interests as owner of the Equipment and as Lessor under
this Lease and reciting the details of such action; or
(ii) that in the opinion of such counsel no such action
is necessary to maintain the perfection of such security
interests or such rights and interests of the Lessor.

SECTION 20. LESSOR'S RIGHT TO PERFORM
FOR THE LESSEE.

If the Lessee fails to perform or comply with
any of its agreements contained herein, the Lessor may
upon notice to the Lessee itself perform or comply with
such agreement, and the amount of the reasonable costs
and expenses of the Lessor incurred in connection with
such performance or compliance, together with interest on
such amount at the rate of 11.47% per annum, shall be
payable by the Lessee upon demand.
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SECTION 21. NO RECOURSE.

No recourse shall be had in respect of any
obligation due under this Lease, or referred to herein,
against any incorporator, stockholder, director or offi-
cer, as such, past, present or future, of the Lessor or
the Lessee, whether by virtue of any constitutional pro-
vision, statute or rule of law or by enforcement of any
assessment or penalty or otherwise, all such liability,
whether at common law, in equity, by any constitutional
provision, statute or otherwise, of incorporators, stock-
holders, directors, officers, as such, or beneficiaries
being forever released as a condition of and as consider-
ation for the execution of this Lease.

SECTION 22. NOTICES.

All notices, requests, demands and other commu-
nications required or contemplated by the provisions of
this Lease shall, unless otherwise specified, be in writ-
ing or by telex or by telegraph, and shall be deemed to
have been given or made on the fifth Business Day after
deposit thereof in the United States mails, certified,
first-class postage prepaid, or when received if sent by
telex or telegraph or delivered by hand, addressed as
follows:

To the Lessee: Soltex Polymer Corporation
3333 Richmond Avenue
Houston, TX 77098

Attention: General Counsel

To the Lessor: BarclaysAmer.ican/Leasing, Inc.
201 South Tryon Street
P.O. Box 31217
Charlotte, North Carolina 28231

Attention: Director of Credit
and Administration
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To the Agent: The Connecticut Bank and Trust
Company, National Association

One Constitution Plaza
Hartford, Connecticut

Attention: Corporate Trust
Department

or as to any such party, or its assignee, to such other
address as such party or assignee may from time to time
specify by notice hereunder.

SECTION 23. LEASE SUBJECT TO CONDITIONAL SALE
AGREEMENT; ENFORCEMENT BY AGENT;
ORIGINAL COUNTERPART.

If and so long as this Lease is assigned to the
Agent (or any successor thereto) for collateral purposes,
wherever the term "Lessor" is used in this Lease it shall
also apply and refer to the Agent (but not to the exclu-
sion of the Owner) and any successors thereto unless the
context shall otherwise require, provided that the Agent
shall not be subject to any liabilities or obligations
under this Lease. The fact that the Agent and the Lend-
ers are specifically named in certain provisions of this
Lease shall not be construed to mean that the Agent or
the Lenders (and any successors thereto) are not entitled
to the benefits of other provisions where only the Lessor
is named or where only the Agent or the Lenders, as the
case may be, are named.

All rights and obligations of the Lessee under
this Lease and in and to the Equipment are subject to the
rights of the Agent under the Security Documents. If an
event of default under any of the Security Documents
(which includes, among other things, any Event of Default
hereunder) shall have occurred and be continuing, the
Agent may, as provided in the Lease Assignment, take any
action permitted under Section 19 of the Conditional Sale
Agreement or under Section 6 of the Lease Assignment, and
may exercise all of the rights and remedies of the Lessor
under Sections 17 and 18 of this Lease, provided that the
Agent may not, in the absence of an Event of Default
hereunder, take any action under this Lease or the Lease
Assignment which would interfere with the rights of the
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Lessee hereunder, including the right to possession and
use of the Equipment, except in accordance with the terms
and conditions hereof.

Until the Lessee receives notice from the Agent
stating that the Agent has received the full Conditional
Sale Indebtedness, together with interest and all other
indebtedness and payments as provided in the Conditional
Sale Agreement and the Participation Agreement, all
amounts payable by the Lessee hereunder to the Lessor,
other than Excepted Payments, shall be paid by the Lessee
to the Agent at its office located at the address set
forth in Section 22 of this Lease or at such other office
as the Agent may specify from time to time by notice to
the Lessee. All such payments to the Agent shall be made
in the manner and by the time specified in Section 3.3,
and the right of the Agent to receive all such payments
shall not be subject to any defense, counterclaims, set-
off or any right or claim of any kind which Lessee may be
able to assert against the Lessor.

To the extent, if any, that this Lease consti-
tutes chattel paper (as such term is defined in the Uni-
form Commercial Code as in effect in any applicable ju-
risdiction), no security interest in this Lease may be
created by the transfer or possession of any counterpart
hereof other than the original counterpart which shall be
identified as the counterpart containing the receipt
therefor executed by the Agent on or immediately follow-
ing the signature page thereof.

SECTION 24. THE AGENT.

The provisions of this Lease which require or
permit action, the consent or approval of, the furnishing
of any instrument or information to, or the performance
of any other obligations to, the Agent shall not be af-
fected, and the sections hereof containing such provi-
sions shall be read as though there were no such require-
ments or permissions, after the Agent shall have given
the Lessor and the Lessee notice of the termination of
the Conditional Sale Agreement in accordance with Sec-
tion 7 thereof.
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SECTION 25. MISCELLANEOUS.

- 25.1.- Waivers; Modifications. No term or
provision of this Lease may be changed, waived, dis-
charged or terminated orally, but only by an instrument
in writing signed by the party against which enforcement
of the change, waiver, discharge or termination is
sought; no such instrument shall be effective unless a
signed copy thereof shall have been delivered to the
Lessor, the Lessee, the Lenders and the Agent.

25.2. Severability. Any provision of this
Lease which is prohibited or unenforceable in any juris-
diction shall be, as to such jurisdiction, ineffective to
the extent of such prohibition or unenforceability with-
out invalidating the remaining provisions hereof; and any
such prohibition or unenforceability in any jurisdiction
shall not invalidate or render unenforceable such provi-
sion in any other jurisdiction.

25.3. Binding Effect; Successors and Assigns.
The terms and provisions of this Lease and the respective
rights and obligations of the parties hereunder shall be
binding upon, and inure to the benefit of, their respec-
tive successors and (to the extent assignments are per-
mitted by this Lease) assigns.

25.4. No Third-Party Beneficiaries Except as
Specified. Nothing in this Lease shall be deemed to
create any right in any person not a party hereto (other
than the Agent, the Lenders and their respective
sucessors and assigns, each of which shall be deemed to
be a third-party beneficiary hereof) and this instrument
shall not be construed in any respect to be a contract in
whole or in part for the benefit of any third party ex-
cept as aforesaid.

25.5. Captions; References. The captions in
this Lease and in the table of contents are for conve-
nience of reference only and shall not define or limit
any of the terms or provisions hereof. References herein
to sections and subdivisions without reference to the
document in which they are contained are references to
this Lease.

25.6. Governing Law. This Lease is being made
and delivered in, and shall be governed by and construed
in accordance with the laws of, the State of New York,
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provided that the parties shall be entitled to all rights
conferred by 49 U.S.C. § 11303. Each party to this
Agreement agrees that any- suit,-action or proceeding
arising out of or relating to this Agreement may be in-
stituted in any state or federal court in the State of
New York in Manhattan County, waives any objection which
it might have now or hereafter to the laying of venue of
any such suit, action or proceeding, irrevocably submits
to the jurisdiction of any such court in any such suit,
action or proceeding, and hereby waives any claim or
defense of inconvenient forum.
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IN WITNESS WHEREOF, the parties hereto have
caused this Lease to be duly executed by their respective
officers thereunto duly authorized as of the day and year
first above written.

BARCLAYSAMERICAN/LEASING, INC.,

as Lessor

By /> l̂ \CJLL>
Senior Vrce President

SOLTEK POLYMER CORPORATION,

as Lessee

By
Title:
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IN WITNESS WHEREOF, the parties hereto have
caused this Lease to be duly executed by their respective
officers thereunto duly authorized as of the day and year
first above written.

[Seal]

Attest:

BARCLAYSAMERICAN/LEASING, INC.,

as Lessor

By
Senior Vice President

[•;Sefali:

Attest:

SOLTEK POLYMER CORPORATION,

as Lessee

SECTARY
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STATE OF N.C. )
• c c •• O O • •

COUNTY OF Mecklenburg )

On the 2nd day of October f in the year
19 86, before me personally came c< L. Burbank, III ' to me

known, who being by me duly sworn, did depose and say
that he resides at charlotte, N.C. ' that he is
Sr. V.P. °f BarclaysAmerican/Leasing, Inc.,
the corporation described in and which executed the above
instrument; that he knows the seal of said corporation;
that one of the seals affixed to said instrument is such
corporate seal; that it was so affixed by order of the
Board of Directors of said corporation, and that he
signed his name thereto by like order.

7 Notary Public

[NOTARIAL SEAL] My commission expires: 9-6-91

STATE OF )
• ss *

COUNTY OF )

On the day of , in the year
19 , before me personally came , to
me known, who being by me duly sworn, did depose and say
that he resides at , that he is

of Soltex Polymer Corporation, the
corporation described in and which executed the above
instrument; that he knows the seal of said corporation;
that one of the seals affixed to said instrument is such
corporate seal; that it was so affixed by order of the
Board of Directors of said corporation, and that he
signed his name thereto by like order.

Notary Public

[NOTARIAL SEAL]

55



STATE OF )
: ss.:

COUNTY OF )

On the day of , in the year
19 , before me personally came , to me
known, who being by me duly sworn, did depose and say
that he resides at , that he is

of BarclaysAmerican/Leasing, Inc.,
the corporation described in and which executed the above
instrument; that he knows the seal of said corporation;
that one of the seals affixed to said instrument is such
corporate seal; that it was so affixed by order of the
Board of Directors of said corporation, and that he
signed his name thereto by like order.

Notary Public

[NOTARIAL SEAL]

STATE OF TEXAS )
• s s *

COUNTY OF HARRIS )

On the 1st day of October , in the year
1986, before me personally came Rene H. Degreve , to
me known, who being by me duly sworn, did depose and say
that he resides at 4530 Ivanhoe, Houston, Txt that he is
Vice President of Soltex Polymer Corporation, the
corporation described in and which executed the above
instrument; that he knows the seal of said corporation;
that one of the seals affixed to said instrument is such
corporate seal; that it was so affixed by order of the
Board of Directors of said corporation, and that he
signed his name thereto by like order.

£.
Notary Public

[NOTARIAL SEAL]
KAREN f. HEIMSATH

Notary Public in and for the State of Texas
My Commission Expires: to/Hf^ 0
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SCHEDULE A

Equipment = 272 new ACF Model 5711, 5800 cu ft, center
flow, covered hopper cars.

Number of
Units Serial Numbers

\

272 ELTX 1100 through 1371
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SCHEDULE B

CASUALTY AND TERMINATION VALUES

Rent
Payment
Date

January 2, 1987
July 2, 1987
January 2, 1988
July 2, 1988
January 2, 1989
July 2, 1989
January 2, 1990
July 2, 1990
January 2, 1991
July 2, 1991
January 2, 1992
July 2, 1992
January 2, 1993
July 2, 1993
January 2, 1994
July 2, 1994
January 2, 1995
July 2, 1995
January 2, 1996
July 2, 1996
January 2, 1997
July 2, 1997
January 2, 1998
July 2, 1998
January 2, 1999
July 2, 1999
January 2, 2000
July 2, 2000
January 2, 2001
July 2, 2001
January 2, 2002
July 2, 2002
January 2, 2003
July 2, 2003
January 2, 2004
July 2, 2004

Rent
Payment
Number

0
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Percent
of

Purchase Price

104.22267
109.51548
106.01223
107.58382
106.34223
107.52147
105.35170
106.10040
103.83872
104.23598
102.18246
102.45678
100.36935
100.44543
98.42493
98.47171
96.35799
93.30512
92.25295
88.96559
87.87998
84.34160
83.22499
79.41948
78.26990
73.32546
72.95531
67.60118
67.19672
61.36481
60.90081
54.55535
54.15530
47.28712
47.22395
39.81328
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Rent Rent
Payment Payment
Date Number

January 2, 2005 36
July 2, 2005 37
January 2, 2006 38
July 2, 2006 39
January 2, 2007 and 40

thereafter

Percent
of

Purchase Price

40.13573
32.15530
32.91816
24.74958
20.00000
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SCHEDULE C

BASIC RENT SCHEDULE

Rent
Payment
Date

Rent
Payment
Number

Column 1

Percentage
of

Purchase Price

July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January
July 2,
January

1987
2, 1988
1988
2, 1989
1989
2, 1990
1990
2, 1991
1991
2, 1992
1992
2, 1993
1993
2, 1994
1994
2, 1995
1995
2, 1996
1996
2, 1997
1997
2, 1998
1998
2, 1999
1999
2, 2000
2000
2, 2001
2001
2, 2002
2002
2, 2003
2003
2, 2004
2004
2, 2005

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

0
7,
3,

0000000
9954681
3664675

4.6290007
3.3066865
4.6887816
3.2412443
4.7542238
3.1696047
4.8258634
3.2429667
4.7525014
3.3812227
4.6142454
3.3436077
4.6518604
6.3721755
3.4000633
6.4670245
3.3052143
6.5684252
3.2038137
6.6763249
0959140
6458110
1264278
8850192
8872196

8.1831306
1.5891083
8.5108763
1.2613625
8.8712022
0.9010366
9.2673470
0.5048918
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Rent Rent Percentage
Payment Payment of
Date Number Purchase Price

July 2, 2005 37 9.7028713
January 2, 2006 38 0.0693675
July 2, 2006 39 9.7722388
January 2, 2007 40 0.0000000
July 2, 2007 41 4.8861194
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